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CONSOLIDATED BALANCE SHEET AS AT JUNE 30, 1946 


Chadds 
CURRENT ASSETS: 


Cash on hand, in banks and in transit... .........0.. 0.00 eeceeee eee 
United States Government Securities—at cost or redemption value and 
accrued interest (Market Quotations $12,232,415) 
Foreign Government Bonds—at Cost (Market Quota- 
tons $584,199) 


Canadian Government Bonds.............+..54- $ 555,990 
Argentine Government Bonds . 23,730 
Trade accounts, 


notes and acceptances receivable, less reserves of 
$330,316 ; 
Accounts and notes receivable purchased, less reserves of $298,459. . 
Merchandise Inventories: 


Raw materials and supplies $ 3,500,983 
Goods in process, cociodiog greige ‘goods. . 14,662,033 
a) | Re eee rrr oF 5,767,952 


Other receivables (including $438,256 due from associated heoeaueedtl 
not consolidated)... ‘ 


INVESTMENTS IN SUBSIDIARY AND ASSOCIATED COMPANIES—not consoli- 
dated—book value as per financial statements as at June 30, 1946 or as at 
the nearest dates thereto—approximately $3,986,000 .... 


OTHER ASSETS: 

Sundry receivables and investments (including $426,553 representing 
cash surrender value of life insurance policies and BEpOn with 
mutual insurance companies) ee seve 

Canadian post-war excess profits tax refunds. .. 


FIXED ASSETS: 
Land, buildings and water rights . ; 
Machinery, equipment and leasehold improvements. . 
Less: Reserves for depreciation and amortization. ... 


RR SN. ass b veerbreessswencasoce 
PATENTS, GOODWILL AND TRADEMARKS.. 


$10,436,044 
17,076,548 


FACTS 


NET PROFITS (After Reserves for Contingencies)...... 
PREFERRED STOCK DIVIDENDS PAID................ 
EARNINGS PER SHARE ON OUTSTANDING COMMON stock 
(After Preferred Dividend) . 
NUMBER OF SHARES OF COMMON stock ‘OUTSTANDING 
DIVIDEND RATE PER SHARE ON COMMON STOCK...... 
BOOK VALUE, COMMON STOCK PER SHARE 
(After Reserves for a and after deducting sunetaied Preferred 
Stock at $104 per Sha 
NET QUICK ASSET “em COMMON STOCK PER SHARE 
(After deducting outstanding Preferred Stock at $104 per Share) .....00.0005 
WORKING CAPITAL... 
DEPRECIATION AND AMORTIZATION OF FIXED ASSETS 
RESERVE POR CONTINGENCIES ... 10... cece eee eee 
CAPITAL AND SURPLUS: PREFERRED STOCK . 
COMMON STOCK AND ‘SURPLUS . 
TAXES PAID OR ACCRUED: NORMAL INCOME AND OTHER . o 
ee ers 


* Scock split 2 for 1, Masch 7, 1943. 












** Stock split 3 for 1, August 14, 1946. 


$10,995,208 
11,843,740 


579,720 


11,665,506 
9,791,100 


23,930,968 


1,355,647 


1,008,961 
7,588 





27,512,592 
15,039,399 


$70,161,889 


1,947,072 


1,226,549 


12,473,193 
866,087 








Lialillés 


CURRENT LIABILITIES: 











FOR 


Year Ended 
dune 30, 1946 


$ 9,098,705 
272,22 


6.89 
**1,281,025 
$ 2.20 


28.90 


21.52 
33,152,645 
872,024 
3,500,000 
5,369,500 
37,237,783 
6,144,000 
5,309,000 


OUR 


Year Ended 
dune 30, 1945 


$ 5,334,04¢ 
283,438 


3.99 
*1,264,772 
$ 1.50 


24.45 


19.78 
30,919,282 
842,018 
3,500,000 
5,669,500 
31,150,192 
3,833,000 
7,396,000 














Notes and acceptances payable—banks ...........-..eesceeeeeeeeee $10,554,445 
Credit balances of factored clients 6,363,063 
Trade accounts payable, sundry liabilities, accrued expenses, etc... 10,644,780 
Reserve for Federal and foreign income and excess profits 
taxes $12,847,553 
Less: United States Lied Saviaes Notes, Series 
KS Ol ACGIUED RCIENE «bis ccisic ciiewio veins +++ _ 3,400,597 9,446,956 $37,009,144 
ee NI i ir snsassraie one veecermanees madionseea es 3,500,000 
MINORITY INTEREST IN CAPITAL STOCK AND SURPLUS OF SUBSIDIARY 
COMPANIEE-—DONEGLIDATAD'...0005.0ccc0iccccssuccsvevccecssseek 3,558,266 
CAPITAL STOCK: 
5% so are Preferred Stock, Par Value $100 per 
‘Au rhorised and issued. 54,000 shares 
Less: In treasury 305 shares 
Outstanding ~_53,695 shares 5,369,500 
Common Stock, Par Value $1.00 pipes wines pine 
Authorized 4,000,000 shares 
Issued (including 2 296.56 shares still to be i ‘aiid ees 
in exchange under plan of capital stock re- 
adjustment) and stated at par value of $1 per 
share plus $6,451,790 added to capital by 
resolutions of the Board of Directors... . 1,335,875 shares 7,787,665 
SURPLUS: 
Capital surplus kta bal Sismae dian reanimation 2,174,077 
Earned surplus, since August 1, 1932. 27,703,092 
: 43,034,334 
Less: Held in Treasury—54,850 shares of Common Stock at cost... 427,051 42,607,283 
67: 
eleven 
Year Ended Year Ended Year Ended Year Ended Year Ended Months Ended 


June 30, 1944 dune 30, 1943 June 30, 1942 dune 30, 1941 


$ 4,984,098 $ 4,256,656 $ 3,787,9u2 $ 2,623,132 


dune 30, 1940 


dune 30, 1939 


$ 2,021,620 $ 1,466,196 


285,923 —-0— —-0— -0— -0— —0-— 
7.43 7.40 6.41 4.37 3.37 2.44 
632,388 575,174 590,528 599,903 599,658 599,956 
$ 2.00 $ 2.00 $ 1.50 $ 0.50 $ 0.25 —0— 
43.91 42.24 34.96 29.59 25.47 22.45 
32.46 27.17 19.43 15.72 12.52 9.62 
26,430,708 21,869,651 11,475,098 9,435,368 7,514,932 5,771,526 
864,304 723,208 564,146 548,923 474,379 387,853 
3,000,000 1,750,000 1,000,000 400,000 -0— —0-— 
5,674,500 6,000,000 -0— —-0— —-0-— -0— 
27,995,640 24,536,754 20,643,380 17,755,596 15,281,354 13,471,24 
3,172,000 2,233,000 3,076,000 1,308,000 739,000 634,001 
8,606,000 5,909,000 3,317,000 322,000 42,000 —0~ 





This report is not a representation, prospectus or circular in respect of any stock of this corporation and is not presented in con- 


nection with any sale or offer to sell or buy any stock or security now or hereafter to be issued. 
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“Drink it yourself! I’m wearing my 


warm Wilson Brothers underwear!” 


Wilson rothers 
Quality men's wear since 1864 
Chicago *» New York + San Francisco 


Paiamas- Shirts *Sportswear « Knit Underwear 
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C.1.T. FINANCIAL CORPORATION 


formerly 
Commercial Investment Trust Corporation 


Common Stock Dividend 


A quarterly dividend of 50 cents per share in 
cash has been declared on the Common Stock 
of C. I. T. FINANCIAL CORPORATION, 
payable January 1, 1947, to stockholders of 
record at the close of business December 10, 
1946. The transfer books will not close. Checks 
will be mailed. 

FRED W. HAUTAU, Treasurer. 
November 26, 1946. 
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CANADA 
DRY 


DIVIDEND NOTICE 


The Board of Directors of Canada Dry 
Ginger Ale, Incorporated, at a meeting 
thereof held on Oct. 29, 1946 dc- 
clared the regular quarterly dividend 
of $1.0625 per share on the $4.25 
Cumulative Preferred Stock and a div- 
idend of $0.15 per share on the Com- 
mon Stock of the par value of $1.6624 
per share; both payable Jan. 1, 1947 
to stockholders of record at the close 
of business on Dec. 11, 1946. Transfer 
books will not be closed. Checks will 
be mailed. 


Won. J. WILLIAMS, 
V. Pres. & Secretary 
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In view of serious shortages in metal sup- 
plies, manufacturers of paperboard contain- 
ers are experiencing an active business. The 
picture shows yard-long lengths of paper 
tubing, automatically sawed off as it moves 


along the mandrel. From the tubes will be 
fashioned containers for paint, an efficient 
substitute for the metal cans which formerly 
invited buyers’ attention in the retail stores 
and display counters. 
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The Trend of Events 


APPRAISING FLOW OF DIVIDENDS — At a time 
when the economic skies are being scanned for an 
augury of what lies ahead for business, the substan- 
tial number of dividend increases and year-end dis- 
bursements is attracting considerable attention. To 
some observers, this is interpreted as a vote of con- 
fidence by business management on our economic 
future. If directors had any serious misgivings 
about business prospects, this line of reasoning goes, 
they would be husbanding corporate reserves rather 
than distributing them in the form of more liberal 
disbursements. The rise in dividends is also seized 
upon by labor leaders as added argument for wage 
boosts, since the former must be a proof of rising 
corporate prosperity. 

With fallacies such as these in circulation, and, 
what is worse, receiving credence in otherwise “in- 
formed” quarters, it is essential to reconsider some 
of the cold, hard facts about corporate dividends. 
Actually, corporate management’s initiative on divi- 
dend outlays this year is greatly abridged by tax 
considerations, as Section 102 of the revenue code 
provides penalties where more than 30% of annual 
earnings are retained in surplus. While the Treas- 
ury has been lenient on enforcing this ruling during 
the war years, it is now expected to press for more 
vigorous enforcement, thus obliging corporations in 
most instances to distribute at least 70% of annual 
earnings in the form of dividends. The only excep- 
tions to. the 70%-of-earnings formula seem to be 


where definite need can be proved by the corporation 
for the funds for some specific purpose, such as 
meeting emengencies, plant expansion, etc. And even 
on such matters, the rulings do not seem too clear. 

However much it may appear to benefit the stock- 
holder in the way of immediate dividends, this legis- 
lation has been soundly criticized on various other 
grounds, chief of which is the contention that it tends 
to prevent corporations from accumulating substan- 
tial surplus against future lean periods. 

Another glaring inequity in our tax structure 
with respect to dividends is the “double taxation” 
feature. As our law is presently constituted, cor- 
porate shareholders are really taxed twice, first, in- 
directly when the corporation’s earnings are subject 
to levy, and, secondly, when the stockholder is forced 
to pay a tax on dividends secured from these same 
corporate earnings. While this may not be particu- 
larly burdensome to the smaller stockholder, it is a 
vital problem to large capital owners, who, being 
mainly in the upper income brackets, find most of 
their dividend income taxed away. This constitutes 
just another restraint on the free flow of venture 
capital at a time when it faces an unprecedented 
number and variety of other obstacles. Until these 
and other anomalies are corrected, venture capital— 
the lifeblood of free enterprise—can never operate to 
maximum advantage. 





While on the subject of dividends, the major ques- 
tion just now is what will be the trend of corporate 
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disbursements after 1946. Payments thus far this 
year have been running about 14% ahead of 1945, 
the latest figure reported being $451,800,000 for 
September, compared with $396,200,000 in the cor- 
responding month of last year. For the third quar- 
ter, disbursements aggregated $1,007,400,000, as 
against $878,700,000 in the like period a year pre- 
vious. However, it remains to be seen how December 
payments this year will compare with those for the 
1945 month, since disbursements in the latter period 
totalled $768,200,000, one of the largest figures on 
record. 

And, looking ahead to 1947, it will be interesting 
to note the trend of payments in the early months of 
the year compared with corresponding 1946 periods, 
which as has been stated, have been at a compara- 
tively high level. 1947 disbursements will depend 
upon many considerations, chief of which is the 
question of corporate profit margins. While volume 
of business activity may prove to be high, every- 
thing depends on how profitable such activity will 
be. With the uptrend in labor, material and proces- 
sing costs constricting profit margins, the course of 
1947 business earnings remains to be seen. 


FOREIGN CREDITS—The age in which we live is 
marked by superlatives and extremes, both good and 
bad, but nowhere are extremes more pronounced 
than in the realm of business and financial figures. 
We have become so accustomed after a decade of 
government spending, war and upheaval, to seeing 
figures of astronomic proportions that many of the 
multi-cipher statistics eventually lose their sig- 
nificance, or perhaps it is that our sense of propor- 
tion becomes dulled. 

In the process of watching long-strung out digits 
on Federal debt, taxes, national income, production 
and other economic indicators, one should not over- 
look the billion-dollar statistics bearing upon certain 
aspects of our foreign trade. Unlike some statistics, 
they have interesting implications. In line with our 
policy of financially aiding our allies and other 
friendly nations, this Government has extended 
credits amounting to some $9 billion. Some of this 
credit has been in the form of direct loans, some in 
advances, others in the form of opening lines of 
credit, some in the shape of property credits. 

The mechanics and bookkeeping involved in these 
various Government transactions are rather in- 
volved, but the loans may be described as direct and 
guaranteed obligations, as was the grant to Great 
Britain some months ago. Advances are credits ex- 
tended against future delivery of certain commodi- 
ties, such as rubber, copper, sugar, etc., in a sense, a 
prepayment by this country for goods and/or serv- 
ices yet to be received. The line of credit, as ex- 
tended to foreign nations, has been chiefly in the 
way of informal lending, without particular pro- 
visions as to terms of repayment, as was the $500 


r= 


million credit to China in 1942. Property credits 
arise mainly from settlement of Lend-Lease transac- 
tions, and from sale of surplus property abroad. 
Out of the $9 billion aggregate of all these types 
of loans, some $3.8 billion or more than 40% has 
already been drawn upon. Of the slightly more than 
$5 billion remaining, a substantial part is repre- 
sented by the British loan, so that the question of 
whence foreign credits will come will eventually 
arise. The Export-Import Bank is usually thought 
of in this connection, but this agency’s lending 
ability has been greatly curtailed. Nominally, its 
lending capacity approximates $800 million, but of 
this sum, $500 million is earmarked for China. With 
election of a new Congress and a rising opposition 
to largess to foreign borrowers, it is unlikely that 
the Bank’s lending power will be increased. Eventu- 
ally, informed observers believe, the credits will be 
supplied by the new International Reconstruction 
Bank which was set up to aid economic rehabilita- 
tion and speed the return of stability in world trade. 


FIVE YEARS AFTER—TIn the passage of time, it seems 
hard to realize that five years have elapsed since 
that fateful Sunday when Japan struck without 
warning at Pearl Harbor. So much has been 
crowded into those hectic years that the interval of 
time seems much longer. Certainly, they have been 
among the most crucial years in our nation’s history, 
covering our worst and bloodiest war, and postwar 
reconversion problems without precedent. 

In thus observing the Pearl Harbor anniversary, 
comparisons between then and now are inevitable. 
December 7, 1941—‘“the day that will live in in- 
famy” found us in a semi-belligerent status. While 
technically we were at peace, our industry was being 
rapidly geared to a war basis, both to fulfill our 
commitments to the Allies and in the event of our 
own direct participation. Through lend-lease and 
other measures, we were extending “aid short of 
war.” Psychologically, both industry and the public 
were being fortified for an eventual crisis, and in 
the industrial realm, “conversion” was the keynote. 
The nation’s manpower was also being mobilized for 
an eventual showdown, and while this prospect was 
regarded as a last resort, it was faced with confidence. 

Today, half a decade later, “reconversion” is the 
theme of business, and of the American people. 
While we have made great strides toward returning 
to a peace basis, the transition has been anything 
but smooth and satisfactory, aggravated by recur- 
rent strikes and critical shortages. We still have a 
long distance to go, and at this writing, our economy 
is reeling under the shock of the coal strike precipi- 
tated by John L. Lewis. However, the same faith 
and fortitude that carried this nation through the 
worst crisis in its history can bring victory over our 
reconversion problems, too, provided it is backed by 
the cooperation and effort that helped win the war. 





Business, FINANCIAL and INVESTMENT COUNSELORS 


1907—“Over Thirty-nine Years of Service”—1946 





232 


THE MAGAZINE OF WALL STREET 








- | 
evel 
becaus: 
frontie 
stantly 
earth, 
close a 
Com 
trating 
entities 
ability 
a worl 
such a 
tutes a 
ly till 
tual u 
agains 
must 1 
the s 
possess 
lowing 
of th 
are | 
whose 
has be 
a poin 
scheme 
the lin 
tinies 
kind. 
Ma 
gled 
world 
sand 3 
was a 
world 
men t 
their v 
ities | 
code 
which 
fair t 
nized 
sble f 
Who 
meet - 
Ad 
with ¢ 
all. A 
that s 
wisdo 
cessfu 
tions 


DEC! 









d 








Gs. 9 See GE! , cw menn 


SUPERSTATE 


he ONE WORLD IDEA is the most fantastic dream 
ever set forth as a realistic goal. It seems that 
because genius has succeeded in pushing out the 
frontiers of knowledge and discovered the way to in- 
stantly communicate with the far corners of the 
earth, idealists believe the brotherhood of man is 
close at hand. 

Coming on top of the colossal failures in adminis- 
trating even small 
entities, and the in- 


in environment, habit, custom, and climate would 
make it impossible, let alone the unpreparedness, the 
distrust the greed and lust for power. 

They would realize that a super-central govern- 
ment was not the solution, but that individual states 
collaborating one with the other in a “give and take” 
would harmonize the interests of all concerned. In 
this way a great deal could be accomplished for hu- 
man beings in- 
stinctively gravi- 





ability to produce 
a workable peace, 
such a plan consti- 
tutes a dangerous- 
ly tilted intellec- 
tual unbalance 
against which we 
must rise with all 
the strength we 
possess because fol- 
lowing in the wake 
of these idealists 
are opportunists 
whose imagination 
has been stirred to 
a point where they 
scheme to control 
the lives and des- 
tinies of all man- 
kind. 

Man has strug- 
gled toward one 
world for two thou- 
sand years, but it 
was aspiritual 
world — enabling 
men to conduct 
their various activ- 











tate toward good 
and can be moved 
to respond in kind 
by justice, sincer- 
ity and decency. It 
is only through dis- 
illusionment that 
men follow other 
paths. 

As long as af- 
fairs are conduct- 
ed without ade- 
quate consideration 
for human rela- 
tions and_ ethics, 
one world is an im- 
possibility at this 
time. Economically 
we would be enter- 
ing a strange 
world, and, in the 
struggle between 
the two forces—the 
Russian _ philoso- 
phy of scareity 
and the American 
philosophy of 
abundance, we 
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ities on a sound 
code of ethics 
which was just and 
fair to all concerned. Christ in His wisdom recog- 
nized that spiritual development alone made it pos- 
sble for men to become brothers regardless of clime. 
Who will say that we are spiritually prepared to 
meet the crises of today? 

Administrating one world would call for supermen 
with an objective viewpoint dedicated to justice for 
all. And if there were any such men or group of 
that stamp in the world today, they would have the 
wisdom to know that it would be impossible to suc- 
cessfully carry out a program of such vast propor- 
tions under current conditions. The very differences 
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would be certain to 
flounder because of 
the inadequacy of 
our leaders in meeting the titanic problems of ad- 
justment and balance. 

The one world experiment—for that is what it 
would be—would inevitably lead to totalitarianism 
and enslavement as did the Russian experiment in 
communism when disillusionment came. 

In fact, every experience points away from top- 
heavy government structures to less formidable ones. 
Nations, collaborating one with the other for their 
mutual good under a “live and let live” code, alone 
can bring the harmony, peace, and economic stability 
we are seeking. 








The Stock Market Into 1947 


The coal strike clouds nearby market pros- 
pects, but good support has been shown late- 
ly, and the chances are that there will be 
some degree of year-end rise, possibly sharp. 





As detailed below, those who have not built 
up adequate cash reserves on our previous 
advices should plan now for early liquida- 
tion of their more undesirable holdings. 


By A. T. MILLER 


ee STOCK MARKET continues to be a trading- 
range affair. Therefore, from the technical 
viewpoint, there is not a great deal which requires 
discussion, for the essence of a trading-range pat- 
tern is the lack of trend. For about 12 weeks the 
daily averages have done no more than “back and 
fill” within well-defined limits. The major down- 
ward trend is in suspension. It would take a decline 
through the October-November triple-bottom in the 
averages to reaffirm it. On the other hand, a rise 
above the previous rally high—about 176 in the 
Dow industrials and approximately 51 for the rails 
—could not safely assume to imply more than an 
intermediate recovery. From the present point, re- 
liable trend evidence of a new bull market could not 
develop except over a considerable period of time. 
As this is written, trend indications are about as 
completely negative as it is possible for them to be, 


for the averages once more are about mid-way in 
the range above cited. It could be argued that the 
way the list has held up under repeated selling tests 
—and especially under the impact of the coal strike 
—is encouraging. But it could also be argued that 
(1) in past bear markets there were some long inter- 
ludes without new lows, which proved to be only 
interludes; and (2) that so far every rally has been 
quickly snuffed out by offerings which come in after 
only moderate advances. 

As emphasized by the graphs on the opposite 
page, the daily gyrations have footed up to a lot of 
aimless movement in recent weeks (see Dow-Jones 
lines), without net progress (see Magazine of Wall 
Street weekly indexes). Our Market Support in- 
dicator, on this page, has yet to reverse the major 
selling signal which it gave last July. All that can 
be said of it is that the supply line, while still 

dominant, has at no time risen much 
since mid-September, whereas the de- 
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mand line has trended moderately and 
irregularly upward. The latter evi- 
dence could improve quite a bit fur- 
ther without necessarily implying more 
than rally possibilities. 


Some Seasonal Considerations 


We are not far from the time when 
tax selling has usually abated and 
when there has been a seasonal upturn 
in the market—the traditional year- 
end rise—in an overwhelming ma jori- 
ty of past-years as far back as relia- 
ble averages go. The December low 
has usually tended to fall early in the 
month in bull-market years, a little 
after mid-month, on an average, in 
bear-market years. (This is, of course, 
a bear-market year). While there have 
been exceptions both ways, this typical 
advance—measured from the Decem- 
ber low in the Dow industrial average 
to the high of the first half of Janu- 
ary—has averaged considerably more 
in percentage in bear-market than in 
bull-market years. The reason is that 
bear-market rallies tend to be fast be- 
cause of the technical springboard set 
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could have been made _ in I 
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of which there were good EARLY RANGE 
year-end rises—but in the DOW-JONES INDUSTRIALS 
present regulated market a 
there is much less short- 
term speculative support, of 
the rally-making type, than 
there was in earlier years. 
Again, it is impossible to 
foresee how the coal strike 
will affect the near-term 
market performance. There 
is considerable heliel some oa amen 
of it in usually well-informed 
quarters — that the strike 
probably will be settled be- 
fore Christmas, possibly by 
mid - December. If so, that 
should facilitate a rally by 
removing a handicap. How- 
ever, it must be noted that 
for some time the market 
response to goods news (wit- 
ness the election) has been 
rather limited, and that the 
end of the coal strike would 
be good news in a.quite re- 
stricted sense, unless the terms of settlement amount 
to a real defeat for John L. Lewis. (It need hardly 
be said that indications pointing to a coal stoppage 
running into January would give joy to nobody but 
the Conmmeniiods and their Boss in the Kremlin. ) 
We are well aware that there is scant guidance 
for you in what has been said on the short-term 
pros and cons—but they are two-sided, and we have 
no crystal ball. Under the circumstances, what is a 
sensible policy? In our opinion, it is along these 
lines: Do not buy for a year-end rise. In a bear 
market the aim should be to sell on rallies, if you 
are still carrying too much speculative stuff, just as 
the aim in a bull market should be to buy on reac- 
tions. Those who have not built up adequate re- 
serves in cash—or its equivalent in highest-grade 
income securities—should plan to do some selling 
on strength, if we get it, late this month or very 
early in January. If we do not seasonal strength 
before New Year’s Day, we would do some specu- 
lative selling anyway, and very promptly, on the 
reasoning that a bear market which fails to produce 
a good rally toward the year-end is probably even 
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more of a liquidating proposition than had been 
apparent. 


The Basic Factors 


So far as the basic situation is concerned, it is 
beside the point, as we see it, that business (except 
as affected by strikes) is still at a high level; that 
earnings and dividends are generally excellent; and 
that prices, excepting for a few farm commodities, 
are still going up. Prices have already gone too 
high; and the purchasing power of a majority of 
our people has been declining for many months, be- 

‘ause prices outran their incomes. The price level 
has got to come down and stabilize before we can 
have a sound prosperity, with increased productivity 
and a genuine rise in the national living standard. 
And we cannot have the required degree of correc- 
tion without a decline in business activity, especially 
in the abnormally inflated soft-goods lines. 

Possibly the rest of the bear market may be un- 
spectacular, but we are not convinced it is over.— 
Monday, December 2. 
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Why Many Large Corpora: 
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M OsT INVESTORS have probably been not only 
1% surprised, but distinctly concerned, by the 

















sharp increase during recent weeks in the number 


of new security issues and in the size of many in- 
dividual offerings. Until a short time ago, the gov- 
ernment economists were still explaining how the 
country’s large corporations had reached a state 
of “economic maturity” and could finance them- 
selves henceforth from their own retained earnings 
and from depreciation reserves. Moreover, studies 
of the increase in working capital during the war 
period were presented as indicating little need on 
the part of large corporations for the long-term in- 
vestment market or even for bank credit. Finally, 
business profits, according to the repeated asser- 
tions of some of the labor organizations, are soar- 
ing to the highest level in history and providing 
surplus funds available for 
large additional wage in- 
creases. 

Against this background, 
announcements almost daily 
of one leading corporation 
after another seeking mil- 
lions in new capital tnrough 
borrowing or stock issues na- 
turally raises numerous ques- 
tions. The first is the use to 
what the money is to be put; 
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the second, the terms upon which it is being se- 
cured; and the third, the effect it may have upon 
the corporations’ operations and dividends in the 
future. 

From an examination of the new offerings it will 
be seen that they are described as for many dif- 
ferent purposes, yet most of them (other than re- 
funding) fall in the general category of new money 
for “expansion.” The terms are too varied to permit 
much generalization, except the low interest rates 
at which long-term money is being obtained. The 
third, as to the wisdom of expansion plans, might 
well be called the ‘$64,000,000 question” and only 
time can give the answer. 

Following the September stock market slump, which 
interrupted the substantial flow of new offerings 
during 1946 up to that time (and was attributed in 
part to an excess of sub- 
standard issues accumulated 
in dealers’ hands), the volume 
was resumed in October and 
stepped up in November, with 
many more in process of 
registration for December and 
January. The accompanying 
chart shows the S.E.C. figures 
of new offerings this year, 
classified by types. 

Issues of recent months dif- 
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fer somewhat from those in January-August in that 
they are made up predominantly of large and well- 
known companies, with relatively few new names being 
introduced to the public investment market for the 
first time. The recent offerings include a number of 
large public utility and railroad issues such as 
American Telephone & Telegraph Co. ($350,377,- 
300 de. 284s of 1961) and its subgjdiaries Praci- 
fic Telephone & Telegraph Co. ($75,000,000 deb. 
27s of 1986) and Illinois Bell Telephone Co. ($32,- 
499,800 common stock) ; also Consumers Power Co. 
($16,750,000 common stock), Pacific Gas & Elec- 
tric Co. ($25,000,000 234s of 1981), Safe Harbor 
Power Co. ($14,000,000 3s of 1981), New York 
Central Railroad ($20,000,000 eq. tr. certif.), and 
Duluth, Missabe & Iron Range Rwy. ($19,200,000 
serial 1947-62). These issues were mostly for new 
money, with only a small part for refunding. Per- 
haps the chief interest, however, centers in the new 
industrial issues, of which a representative list of 
twenty of the more important is given below: 


WORKING CAPITAL OF 774 MANUFACTURING 











CORPORATIONS 
(In Millions of Dollars) 

Dec. Dee. June 
Current Assets 1939 1944 1946 
WAM face 270 3/aPed pralere sia tee at owe Ae ee $2,781 $4,961 $4,728 
Une MGOCt. SECU | oc 0is:0 by ece'sce 532 5,755 4,276 
Receivables, U. S. Govt......... 18 3,288 545 
Receivables, other ............. 2,209 2,860 3,047 
RHR 2 ed od cine: s wo Siejae eles 5,026 8,559 8,360 
WUNGY CONVENE ois es chs ee obs 306 223 484 
OUBE (CUERORE oii coic ci cce'Ses $10,872 $25,646 $21,440 

Current Liabilities 
Notes payable, banks........... $179 $1,219 $554 
Trade notes & accts............. 944 2,846 2,112 
Advancea, U.S. Govt. 2.2.2.6 16 1,262 171 
IRGSGEVG fOF CANES: «oo cicsecwes ccs 701 5,429 2,596 
CHNGH CUBPERE Lcl ici. ele eck eek 617 1,854 1,893 
PEOCOI CUTEEDE 5 -ohec5s.ko'd icv See $2,547 $12,610 $6,826 
Working Capital ren eect, eave aecntara 8,415 13,036 14,614 
mOurrent TAU” ..20...6ccs-eo0oe0 4.44 2.03 3.14 


Among the borrowings by the industrial com- 
panies, the terms indicate the belief on the part of 
lenders that low money rates will continue for a long 
time. General Electric borrowed $150,000,000 at 
2.55% for 20 years from 11 insurance companies 
and 3 trustees, plus $50,000,000 at 154 for 5 
years from banks. Schenley Distillers borrowed 
$125,000,000 from 41 banks, part at 134% for 5 
vears and part at 2% for 9 years. Goodyear Tire & 
Rubber obtained a $75,000,000 5 year bank credit 
at 144%. Liggettt & Myers Tobacco sold $75,000,- 
000 in 20 year debenture 25¢s to 3 insurance com- 
panies, while R. J. Reynolds Tobacco sold $60,000,- 
000 in 24% % serial notes running up to 20 years to 
one insurance company. Bethlehem Steel sold $50,- 
000,000 in 30 year 284 % bonds. 


Type of Financing 


A number of large companies have issued stock 
instead of, or in addition to, borrowing, the largest 
being General Motors with $100,000,000 new pre- 
ferred stock, after having borrowed $125,000,000 
privately in August on 20-30 year 21%% notes. 

This new financing of almost $1 billion by only 
the 20 companies given in the table, some of which 
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Large Industrial New Security Issues 
Since October 1} 
Bethlehem I eg wrens coy sare ncsend getenesane ccaeedesenzases $50,000,000 
Coutimemial Mators Gerpis qsskc.cccccecssccsccccccccsccscsasecectsesescus 10,000,000 
Crowe-Zellerbach Corp.  ....:.:..00-20:00..c.cccscsessecsccceccecssceeeees 20,000,000 | 
I NE Ce iccidatiecSacstsa cxcaaxsnexcndnonedacicrtneessetanoaeneed 25,000,000 
ne oa ie ccenecsbasasctasestsbaconuctinanes 30,000,000 
General Electric Co. ....... 200,000,000 
I I Ge sacar cksecescrcecsies casasenecsicowecsos . 100,000,000 
Goodyear Tire & Rubber Co. ............c.ccccscsssscsescecesceeees 75,000,000 
A CN oi oc se ciscnseventaceiinstaresctienaianians 35,000,000 
| WO. JS. Metin CO. necescenetsesnnenssneesnernestensennernnesnenne 18,400,000 
Rist GE Riraas TOC Ce Cee nn sccsicsiniie cis cccocccacencteonese 75,000,000 
Die NO sie sh. 40053 deseesninkenbenanbvorsstsannninencemticens 20,000,000 
I CI is sshcctaeceiecpeniensinbannaneeioneteie 30,000,000 
I FS Sneccnssccrcccnciescicssesaccccscincencteneantinensones 10,000,600 
I a en caasadussccaaenmrnseebeasseunineni 10,000,000 
R. J. Reynolds Tobacco Co. ......... 60,000,000 | 
SII RRS COIs aes nicsesiccecestnnsvesssscccecstnactonsscmeet 125,000,000 | 
I da faa casc oan cv caserva begun shadsacdocasnieas once 21,500,000 
Venezuelan Petroleum Corp. ..............cccccccccccccecseceeeeeeeneeee 25,000,000 
Hiram Walker-Gooderham & Worts ........:c:csssssssssseseee: 30,000,000 | 
é <nmeemeeeemaetan 
Total $969,900,000 














was for refunding but most for new money, comes in 
spite of a general and substantial increase in their 
capital funds that has taken place in recent years. 
Combined net worth of the group rose from approxi- 
mately $3,158,000,000 at the end of 1939 to $3,- 
994,000,000 at the end of 1945, a rise of $836 mil- 
lions or 26%. During the same period, however, 
their combined sales expanded from $3,730,000,000 
to $9,955,000,000, an increase of $6,225,000,000 or 
166%. 

Such expansion in sales and capital was typical 
of the manufacturing industries generally. A recent 
S.E.C. survey of the balance sheets on June 30, 
1946 of 774 listed manufacturing corporations 
showed that net working capital on that date, total- 
ing $14,610,000,000, was only slightly below the 
$14,879,000,000 at the end of 1945, and contrasted 
with $8,415,000,000 for the same companies at the 
end of 1939. The following condensed summary 
shows some interesting shifts in a number of items 
since the end of 1944 in connection with the termina 
tion of government contracts and the liquidation of 
tax liabilties. Cash holdings have been well main 
tained. 

Finally, the recent new financing other than bank 
borrowing is in addition to a steady increase that 
has been taking place in commercial bank loans, 
which since the beginning of 1946 have risen by more 
than $2,500,000,000 or 35%. 

The Federal Reserve Board has just issued in its 
“Bulletin” a survey, as part of its series of postwar 
economic studies, indicating the need for additional 
heavy financing by business through bank bérrowing 
or new security issues in order to meet the capital 
requirements that will be called for, on the basis of 
the prewar relationships of output, sales, liquid as- 
sets, inventories, and earnings, by a continued high 
level of business volume at the higher price levels now 
prevailing. 
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Apparently the officers and directors of many 
large corporations do not regard themselves as hav- 
ing an excessive supply of cash, despite the speeches 
of labor union leaders as to corporate prosperity. 
This is another instance where “averages” are de- 
ceiving, since the surplus funds of one corporation 
are not pooled for the use of others. 

The reasons for the present expansion of indus- 
trial capital are varied, but in most cases are for ex- 
tension and modernization of plant and equipment, 
including plants acquired by merger or by purchase 
from the R.F.C. In addition, more capital is required 
to carry inventories because of the higher costs of 
raw materials and supplies, higher wages to labor, 
and the unbalance of many inventories due to short- 
ages of certain component parts. More capital is 
needed also to carry receivables, which reflect both 
the higher prices at which goods are sold, and the 
resumptio of trade credit extension following the 
termination of government contracts which in many 
cases were financed by advances and progress pay- 
ments. New capital is often needed to replace that 
lost by the costs of reconversion and strikes, even 
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after the offset of tax carrybacks. Doubtless another 
reason for desiring additional capital is uncertainty 
as to the longer-term outlook. 

One of the most serious questions that business 
men are now asking, is whether today’s costs for new 
building and improvements are not excessively high 
relative to what they get tor the money, and there- 
fore whether construction not already under way 
should not b@ suspended indefinitely until more 
adequate supplies of better quality materials are 
available, and until building trade labor is willing 
to give more work per dollar paid. 

It is true that a large volume of new building con- 
struction is still forecast for 1947, at costs up per- 
haps 25%, and with more materials and better pro- 
ductivity, yet there is widespread evidence that plant 
expansion is far behind schedule and that costs have 
proven much higher than expected. 


Various Problems Involved 


Another question is whether the increased plant 
capacity will all be needed to supply normal market 
requirements, taking into account the effect upon 
consumption of the sharp increase in prices. The 
keen competition that has developed in table radios 
(but not yet in the larger models, for which cabinets 
are still scarce) is an illustration worth pondering. 
The test for each industry will come as soon as the 
most urgent demands for its products have been sat- 
isfied, and real competition returns. 

Other questions that cannot be answered at this 
time, but nevertheless must be considered, are the 
extent to which the new financing will either dilute 
the present shareholders’ equity by broadening the 
base, or increase the “leverage” for the equity by 
raising the proportion of capitalization in the form 
of debt. Measurement must be made also of the prior 
charges that are created for interest, preferred divi- 
dends, and sinking funds. 


Effect Of New Financing 


Business men, economists, and investment analysts 
appear to be noting a steadily increasing number of 
parallels between conditions today and those in 1920 
before the severe, though short-lived, primarly post- 
war depression. 

Numerous reorganizations that followed the 1920 
crash were confined principally to companies that 
had built up heavy debt, in such lines as sugar and 
other food products, paper, leather, textiles, chemi- 
cals, petroleum, steel, automobiles, machinery, heavy 
equipment, and shipbuilding. For companies with 
little debt, a period of lean earnings or deficits 
seldom caused bankruptcy. Experience at that time 
showed also that the various losses incident to the 
war (which in few cases were provided for by re- 
serves) could not always be assessed during the first 
or second postwar year, but might not be calculated 
fully until several years afterwards. 

In short, the factor determining whether or not 
the present expansion of industrial plants is justified 
would seem to be whether, in the case of each major 
industry and the principal companies in that indus- 
try, the volume of busi- (Please turn to page 283) 
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Re- Opening 


FOREIGN TRADE CHANNELS 


Photo by INP 


American made products are being shipped to foreign buyers in a record breaking 






peacetime volume. No let up is in sight until production abroad expands decidedly. 


By V. L. HOROTH 


| Fa MONTH THE United States took another im- 
portant step on the road leading to freer, ex- 
panding international trade. Some 18 countries, 
whose trade accounts for about two-thirds of all in- 
ternational trade, were invited by Washington to 
participate in the largest reciprocal trade agreement 
negotiations ever undertaken by this country. For 
concessions lowering their tariff barriers and admit- 
ting our goods more freely to their markets, we are 
prepared to grant them concessions in our own huge 
internal market. These concessions may be quite 
substantial, for under the Trade Agreement Act of 
1945 the tariffs, which have already been reduced 
by 50 per cent from the 1930 Tariff Act levels, may 
be cut an additional 50 per cent without specific 
sanction of Congress, making a net reduction of 75 
per cent. Broadly interpreted, our invitation means 
that we are willing to broaden our imports and there- 
by enable foreign countries to earn more dollars in 
current trade transactions. 

The invitation to discuss trade concessions marks 
the third step in our postwar campaign for a larger 
and freer international trade. The first move was 
the establishment of the International Monetary 
‘und and of the International Bank for Reconstruc- 
cion, with the purpose of stabilizing currency and 
speeding up postwar reconstruction as a prerequisite 
for expanding international trade. The second step 
was the conclusion of the Anglo-American Trade 
and Financial Agreements, with the objective to 
help Great Britain—the world premier trading 
nation—with post-war transition problems, to re- 
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establish free convertibility of the pound sterling 
into all currencies, and to secure British cooperation 
in promoting multilateral trade and equality of 
treatment in international trade. Naturally, the 
lowering of trade barriers to international trade is 
not enough in itself; it will have to be followed by 
agreements aimed at ending other forms of trade 
discrimination, such as quota systems, preferential 
tariffs, and bilateral trading. 

The decision to do something concrete about the 
lowering of the tariff barriers was not unexpected. 
Invitations to discuss tariff reduction had been sent 
to the leading trading countries almost one year 
ago. That was shortly after the State Department 
made public “The Proposals for Expansion of 
World Trade and Employment”, a sort of blue- 
print of our foreign economic policy. But the con- 
ference was postponed on a number of occasions. 
There were other things to do. The Anglo-Amer- 
ican Trade and Financial Agreements had to be 
gotten out of the way. Several international con- 
ferences had to be called to put the finishing touches 
on the two Bretton Woods institutions. 

Last month (beginning Oct. 15) a preparatory 
committee named by the Economic and Social Coun- 
cil of the United Nations met in London to discuss 
and modify the draft of our State Department 
(published last September) of a “Charter for an 
International Trade Organization of the United 
Nations” which elaborates the “Proposals” made 
public a year ago. The modified Charter is to be 
approved at the World Trade Conference which is 
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Typical Commodities Affected by Reciprocal 
Trade Agreements* 

Abrasives | Leather products 

Agricultural machinery | Linens 

Aluminum i Linoleum 

Automobiles | Malt products 

Boxes | Meat and poultry 

Bulbs Medicinals 

Butter j Milk and cream 

Carpets | Nuts 

Cattle ? Papers 

Cement | Petroleum 

Cigars & Cigarettes H Photographic Goods 

Clay } Pig fron 

Cloth Plastics 

Coal } Potatoes 

Coffee & Tea Pulpwood 

Cottonseed oil Radios 

Cotton yarn Railway equipment 

Dyeing & tanning materials Rubber goods 

Eggs Seeds 

Engines Soaps 

Explosives Spices 

Fertilizers Sporting goods 

Fish Starch 

Fooders and feeds Structural steel shapes 

Fruits Sugar 

Glass Timber R 

Grains Tires 7 

Hides and Skins Tobacco 

Household Appliances Toys 

tadustrial Chemicals Vegetables 

fron Ore Wearing Apparel 

Jewelry Whiskeys 

Lard Wines 

*A partial list. 

















to meet in the United States early next year. Now 
among other decisions of the Preparatory Com- 
mittee in Londo was that of calling another con- 
ference, at Geneva, next Spring which would discuss 
tariff reductions “on the mutually advantageous 
basis” and product by product. 

Since our State Department is preparing the 
reciprocal trade-agreement negotiations either for 








Companies with Large Foreign Sales Volume 





Allis Chalmers 
American Locomotive 
Bethlehem Steel 


International Business Machines 
International Harvester 


| 

| 

| 

| 

Lima Locomotive 
i] 
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Bliss, E. W. | Niles-Bement-Pond 

Borden Co. | Oliver Corp. 

Bucyrus Erie ||| Outboard Marine and Mfg. 
Bullard Co. | Pittsburgh Consolidation Coal 


Carnation Co. Socony-Vacuum Oil 
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Ex-Cell-O | Union Carbide & Carbon 


Foster Wheeler | 
Freeport Sulphur 
General Electric 
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Van Norman 
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next April or May, it seems that there will be two 
conferences dealing with the tariff reductions, one 
in Geneva and one in Washington. Here is a ques- 
tion. Why two conferences? Why have the same 
thing discussed in two places at almost the same 
time? There seems to be a good deal of speculation 
about this, especially in Europe, where the opinion 
is held that the Washington conference should fol- 
low the Geneva meeting. 


Why Two Conferences? 


There will be, of course, some differences between 
the two conferences. In Geneva, tariff reductions 
will be discussed in general, and at any country’s 
initiative. Countries will, so to speak, sound out 
each other on the subject, and probably not much 
of a concrete nature will be accomplished. In Wash- 
ington, there will be certain definite proposals made, 
based on investigations and hearings in this country, 
and the chances are that definite results will be shown. 

It is interesting to read European comments as 
to why Washington is not waiting for the outcome 
of tariff reduction talks in Geneva. The British 
view is that the present Administration is anxious 
to push Hull’s liberal tariff policies before the 
reciprocal Tariff Agreements Act expires in 
1948. The chances are, of course, that the Repub- 
lican Congress will be less courageous about tariff 
reduction policies and more hesitant about the Reci- 
procal Tariff Agreements Act. It is also interest- 
ing that the Administration waited with the an- 
nouncement of the tariff talks until after the elec- 
tions. Was it because of a fear that its tariff 
policy would become an election issue? 


Nature of Tariff Revisions 


Considerable preparatory work will have to be 
done beforehand. In the United States, the views 
of all interested parties, which include the producers, 
labor unions, and consumers, will have to be heard. 
The list of the commodities and the products en 
which tariff concessions are to be considered is far 
too formidable to be published in these pages. It 
includes some 1,800 major commodity groups, and 
with related products runs into several thousand 
items. The list fills an 82 page booklet, which, the 
readers who are interested, may obtain from the 
Department of Commerce or its field offices. (Pub- 
lication 2672 of the Department of State, Commer- 
cial Policy Series 96, “Products on which Possible 
Tariff Concessions will be Considered in Reciprocal! 
Trade Agreement Negotiations”). We also recom- 
mend a supplemental publication of the Department 
of Commerce, called “Statistical Classification of 
Imports into the United States, September 1, 1946 
edition.” This 165 page booklet gives the official 
classification of imports, the rate of duty in the 
1930 Tariff Act, and all subsequent reductions en- 
acted under various reciprocal trade agreements. 

All written information and views and all applica- 
tions for oral presentation of views regarding the 
commodities and products subject to the coming 
trade agreement negotiations must be submitted to 
the Committee for Reciprocity Information (Tariff 
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Commission Building in Washington) not later than 
Saturday, December 21, 1946. The first hearings 
are to be held on January 13, 1947. The countries 
with which the trade agreements are to be negoti- 
ated, include: Australia, Belgium, Brazil, Canada, 
Chile, China, Cuba, Czechoslovakia, France, India, 
Syria-Lebanon, Luxemburg, the Netherlands, New 
Zealand, Norway, South Africa, Russia and Great 
Britain. All the countries, exclusive of Russia, have 
already accepted. 

The negotiations, when they get under way next 
Spring, will be the first attempt on the part of the 
United States at assembling a group of nations for 
discussion of reciprocal trade agreements. In the 
past, such discussions were always carried on with 
one nation at a time. Also the conference will be 
the first attempt to enter into reciprocal trade agree- 
ment with a British country other than Great 
Britain or Canada, and for this reason it may mark 
the first step toward at least a partial reducing of 
the imperial tariff preferences. 

There is no doubt that the coming negotiations 
are extremely important not only to the exporter 
and the importer, but to any American businessmen, 
and will bear close watching. But the White House 
statement that “the success or failure of the negotia- 
tions will determine whether the world will move 
toward a system of liberal international trade, free 
from arbitrary barriers, excessive tariffs and dis- 
criminations, or will pay the heavy costs of narrow 
economic nationalism”, while basically true, is likely 
to result either in undue optimism or undue pessim- 
ism about the outcome of the negotiations. The 
truth is that it would be premature to expect any 
far-reaching tariff reductions at this stage of world 
reconstruction. Even if tariffs should be reduced 
substantially, international trade will still be far 
from being free. Most of the 



























































Commodities Exported in Increasing Volume 
in $ million 
1936-38 July 

Monthly Averages 1946 
Agricultural Mach'y & Parts 2.0.0.2... $5.4 $14.1 
Automobiles and Parts 23.8 51.4(a) 
Chemicals and Related Products ..................0- 10.5 40.4 
Coal 4.7 41.8(a) 
Cotton, Raw 26.1 58.4(a) 
Electrical Mach'y and Apparatus ...............:00 8.5 24.9 
Engines, Turbines, and Parts..................cccccs0-s0 1.2 23.2 
Industrial Machinery 18.6 74.4 
Iron & Steel-Mill Products (except scrap)...... 12.4 35.3 
Medicinals & Pharmaceuticals ........................000 1.4 12.3 | 
Metals & Mfrs. (except mach’y & vehicles)... 30.5 57.1 | 
Paper & Mfrs. tae “Aan 9.3(a) 
Petroleum & Products 28.7 35.8 
Plastic Materials 5 2.8 
Radio Apparatus 2.3 5.0 
Scientific & Professional Instruments, etc....... BS 5.1 | 
Steam L tives ....... J 16.2 | 
Weel ilrrn: Oe OMe a ass css caesiececstconse ca 34.1 103.2 
NI Sacinceeos , 3.3 35.8(a) 
Wheat Fiour 1.8 14.9(a) 
(a) August, 1946. 
semen Foreign Commerce Weekly, Oct. 19, 1946 and Nov. 16, 




















tinue various defensive measures, with the Interna- 
tional Bank and the International Monetary Fund 
still not operating fully. 

This may not be a very popular statement, but 
whether the tariff reduction talks are a success or a 
failure will depend to a large extent on exactly 
how courageous our tariff policy is. To put it 
another way, the outcome of the talks will depend 
on how much more extensive our concessions are in 
contrast with the concessions given by our countries. 
Unpopular as may be the (Please turn to page 277) 





countries that have been 
through the war-—including 
Great Britain—will have to 
continue to channel their 
trade by quotas, government 
purchases, and other restric- 
tive means. This is because 
they are still too desperately 
short of dollars and other 
“hard” currencies to permit 
dollars to be used for any 
but the most urgent require- 
ments. 


TRADE AGREEMENTS 


U. S. EXPORTS TO 
TRADE AGREEMENT 
COUNTRIES 


U. S. EXPORTS TO 
NON-TRADE AGREE- 


Similarly, if no great pro- 
= MENT COUNTRIES 


gress is made in the reduc- 
tion of tariffs, it does not 
mean that we should give up 
or that the world has adopted 
permanently bilateral trad- 
ing, trade blocks, interna- 
tional cartels, and other 
forms of trade discrimina- 
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THE U. S. HAS CONCLUDED 
TRADE AGREEMENTS WITH 
28 countries 
PERCENTAGE INCREASE 





tion. Many countries are still 
in the midst of a “‘war emer- 
gency”, and it may be too 
early to ask them to discon- 
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MODERNIZATION 


—A Solution to Our Cost-Price Problem? 
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plied. The latter, o{ 
course, is still some 
distance in the fv. 
ture as a practical 
science, but it i 
something thaj 
must be taken int) 
valculation in evalu. 
ating coming 
trends. 

Of more immedi- 
ate importance is 
the need for main- 
taining — and _ fur- 
ther improving — 
our over-all indus- 
trial capacity and 
efficiency, for inter- 
national commercial 
competition, will be- 
come increasingly 
keen as time goes 
on. However, a new 
element has been in- 
jected into this 
trade and industria! 
rivalry among na- 
tions, in that a 
struggle between 
opposing philoso- 
phies, as well as 
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among individual 
countries is in- 
volved. From _ the 


beginning of ‘“‘mod- 
ern” European his- 
tory, and especially 
from the sixteenth 
century onward, the 





By WARD GATES 


W:* ARE ENTERING an era in industrial history in 
which the accent will as, never before, be on 
maximum efficiency. In a sense, it will be a new phase 
in the cycle of industrial revolution which was 
started some two centuries ago. Now, however, it 
takes on added meaning, for it has military as well 
as economic significance, since national survival in 
this postwar world depends largely upon it technical 
and industrial efficiency. 

Germany’s experience in the late war emphasizes 
this point only too clearly, for here was a nation 
whose technological leadership gave her a distinct 
edge over her adversaries in the early stage of the 
war, but when American industry was finally mobi- 
lized to its full fighting potential, the doom of Nazi 
Germany was already sealed. In a very literal sense, 
therefore, American industry, as well as American 
arms, was the deciding factor in winning the war. 

With the advent of atomic energy, the importance 
of industrial supremacy was still further heightened, 
for not only is this a requisite for military pur- 
poses, but for preparing for the various peacetime 
uses to which atomic power will eventually be ap- 
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leading nations of 
Europe were keen 
rivals for world 
commerce, but each 
was essentially capitalist, in the sense of adhering to 
the profit motive. Though the commerce of that day 
was hedged about by numerous restrictions, it never- 
theless had latitude of action, and it was from these 
origins that modern “free enterprise” developed. 

But now the world faces a growing battle between 
free enterprise, as we now understand that term, and 
state-controlled economies, which greatly complicates 
the new industrial competition. The two operate on 
diametrically opposing principles, and by vastly dif- 
ferent sets of rules, but each will concentrate upon in- 
dustrial efficiency to win its battle. Soviet Russia. 
having failed to achieve its full goals in its series of 
pre-war “five year plans” is now embarking upon a 
still more ambitious program, which will emphasize 
the heavy goods industries, and the military poten- 
tial that this implies, at the expense of consumer 
goods for its people. 

And, in doing so, it is not only marshaling its own 
productive capacity, but is reaching outside its own 
borders and reorganizing the economies of neighbor- 
ing states as well. This explains the stripping of in- 
dustrial equipment from eastern Germany, Poland, 
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tlie Balkans and Manchuria. To implement its pro- 
gram still further, the U.S.S.R. is controlling the 
economic life of its border satelittes—F inland, Po- 
land, Bulgaria, Rumania, Austria, Hungary. A\l- 
most the same result is being achieved through its 
new trade treaty with Sweden, whereby the latter 
country is obliged to reorient much of its trade away 
from the western nations to favor the Soviet Union. 
This reshuffing of the European economic picture 
will eventually give Russia a great industrial advan- 
tage, probably far greater than that achieved by 
Nazi Germany at its peak, for there, too, the econo- 
mies of neighboring states were reorganized around 


that of the Third Reich. 
International Competition 


As has been previously pointed out industrial 
competition will be on the increase among the 
western nations, too. ‘Traditionally, the three 
leading contenders industrially, were the United 
States, Great Britain and Germany, but with 
the virtual elmination of the latter country from 
the industrial scene, trade rivalry for the heavy 
goods markets of the world will be chiefly be- 
tween the United States and Great Britain. In fact, 
the economic ruin of Germany only intensifies 
Britain’s problems, as that nation had accounted for 
a large share of British export trade prior to the 
war. To compensate for this loss, the British will 
have to push still more vigorously in world markets, 
thus intensifying the competition with the United 
States. In order to achieve this end, her industrial 
structure will require substantial improvement, and 
such change is in progress at the present time. The 
British remember only too keenly their experience 
following World War I, when their plant and equip- 
ment were allowed to become obsolete and declining 
in efficiency, placing her at a grave disadvantage 
with the’ United States and Germany. ‘“Moderniza- 
tion” is now the keynote in Britain, and the cam- 
paign is being undertaken with the grim realization 
that upon its outcome the nation’s economic survival 
depends. 


A Solution Needed 


It may well be that this feverish drive to rebuild 
plant and equipment overseas has pertinent lessons 
for the United States. At first glance, the connection 
may not seem very evident, especially since we 
emerged from the late war with the greatest indus- 
trial potential the world has ever seen, having added 
some $25 billion in new manufacturing facilities in 
the war and immediate pre-war period, most of it in the 
form of ultra-modern plant and machinery of very 
high efficiency. But while this war-developed capaci- 
ty has enlarged our over-all ability to produce, it 
does not necessarily give us a permanent edge over 
our competitors abroad. For one thing, a substantia 
part of the new facilities is being disposed of, or is 
otherwise not in use. Moreover, insofar as our pre- 
war equipment is concerned, the fact is that much of 
this is outmoded and decreasing in efficiency. This is 
true not only with respect to factories and other 
plant buildings, but with respect to the machinery 
and equipment contained therein. 
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CORPORATE EXPENDITURES FOR NEW 
PLANT & EQUIPMENT 
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SOURCE: S.E.C. BULLETIN 











The problem thus presented is not an easy one to 
solve, for such facilities are private property and 
the solution must necessarily take this fact into ac- 
count. The situation is far different than it would 
be under a totalitarian state, where decisions on 
plant modernization are made at the top level. Under 
free enterprise, if a factory owner wishes to get 
along with obsolete or inefficient equipment—and 
many of them seem to prefer to do so—that is strict- 
ly his business. But such (Please turn to page 279) 








Pertinent Figures on Capital Investment 
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of Principal Industries | 
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Capital Rate of Wage Earner 
Invested Return Employed 
($ Millions) (%) ($) | 
| Chemicals, ef¢.  .............-.c.cscecssse 2 1,972 4.96 19,345 | 
| Food, Sete Sebati ais: 8.525 7.57 .. 
| Leather Products eaten 822 7.18 2318 
| Lumber & Wood Products ........ 2,176 6.34 x 2,617 
eter PUGGNONS since 31 586 - 7.86 _ 5,652 
Paper, Pulp & Products ............ 2,047 6.89 ; “6,582 - 
Printing and Publishing rene 2,035 5.07 po 6,648 
Rubber Products ..................:0:0 1,168 . 5.05 . 7,582 e 
Stone, Clay & Glass ales. 1,750 rer 731 ; 4,928 
NMI core ccseecaindomsszenecemncenes =< . 5,030 . 03 -_ 2,425 
IIE necencesncescctsinieinccsaccens 1,874 , 784 5 3 
ON aka hentos coecasara ep cadena etaiens 70,987 7.04 5,847 
Source: N.1.C.B. Economic Almanac. 
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What Business Can Expect From... 
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REPUBLICAN CONGRESS 


By E. K. T. 


Washington Correspondent 


T HE INVESTOR WHO, in the final analysis, oils the 
wheels of industry and makes the national eco- 
nomy tick, is about to get “‘a run for his money.” 

The November election was not merely a shift in 
party control; it was a political revolution. None 
know better than do the Democratic leaders that the 
electorate’s about-face was a command to Congress, 
and they’re being realistic about it. That means 
(and this is important at this stage of national life) 
that the Democrats must match, or better, the Re- 
publican program with accent on a swing to the 
right if they are to hold on to any hope for political 
recovery in 1948. 

The Wallaces, the Peppers and others of their ilk 
are calling for unity in “the forces of progressivism” 
to win the Presidency, but politics-wise elder states- 
men of the party saw the largest segment of those 
forces—the CIO-PAC—take a walk last Election 
Day and they have no intention of rebuilding on 
shifting sands. Actually, labor unions did not con- 
centrate their strength behind Republicans, but by 
staying away from the polls they accomplished much 
the same result. 

It is a mistake on the part of investors, business 
and industry to assume that there will be an abrupt 
change in government-business relations come next 
January. The irritations, and the costs of the past 
decade have legislative base, and laws are not junked 
or amended overnight. Appropriations already made 
carry to July 1, 1947. The departments and com- 
missions can pursue the even tenor of their way until 
then, uninterrupted by any wish expressed by Capi- 
tol Hill. The Democrats remain, for two years, in 
control of the White House and of the entire execu- 
tive branch of government. The first six months of 
the new Congress, therefore, will be made up of days 
of embarrassment for the GOP because the public 
will want action, not explanation and the lawmakers 
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will be able to offer little of the former but much of 
the latter. 

With price and production controls off, business 
still will be under a continuing surveillance from 
Washington. Permanent laws will regulate business 
although their scope will be narrowed by the loss of 
rules of wartime origin. It can be put down as a cer- 
tainty that government agencies charged with en- 
forcing such statutes as the Sherman and Clayton 
antitrust laws, the Robinson-Patman price discrimi- 
nation law, the Fair Labor Standards Act, the Na- 
tional Labor Relations Act, the Webb-Pomerene Ex- 
port Trade Act, and many others, will step up their 
enforcement activities. Proof of that statement will 
be found in current news items on recent suits and 
announced proceedings by the Department of Jus- 
tice (antitrust), and in reports of renewed regula- 
tory actions by the Federal Trade Commission (in- 
dustry-wide fair trade codes), Department of Labor 
(fair labor standards), Department of Commerce 
(patent laws, increasing efforts to protect small 
business), and other departments and agencies. 

Kept within the confines of statutory direction all 
this is fine and will be applauded by industry and 
business. But it is history that ideologies of the en- 
forcers have played too important a part. 

Sifting of campaign issues leaves two major items 
standing out in point of importance: 1. Taxes, bal- 
anced budget and federal economy. 2. Reformation 
of labor laws. 

Taking these points up in order, the Republicans 
have publicly committed themselves to a program 
which only a few of their own leaders really believe 
is possible of accomplishment. But a serious start 
will be made on it, some of it will be attained, and 
unless businessmen expect the impossible, they will 
have every reason to be cheered by the results. These 
points make up the GOP (Continued on page 281) 


THE MAGAZINE OF WALL STREET 








) 


\ AN 











‘Xppoy, NV "YNMasaF] WOT 40P4Q—) PS /) 


‘UOTIPS Pou] APLIIS B UOT, SAIGLIOSGns Av[NZo1 ANO 1OJ POAdesal* ** LLPOT FOF spun 


JWIUIISIAUT INO Sulppuepy 107 suLyg IFo1waig C,, “Yood Mou ANO Jo kdoo & VAT9001 OSTY— 


‘souesuiys Jsoded Sumvmuo0o audsop ** * £6) sid ovsoprayeye7Z: 


r. 


NOYTNOAYI 199116 [TPAL JO QUIZESETY 94 jo 119901 o.1nsse 01 MON 2 


f 
sal} 


Oi! = ae Ss 








(849¢4Q FID SIUIISIAY’) qoIivad~s aae 


jJ@Sune q O2-= 
SOJBLIOSSY SSOUISHG “SPUD UOS “AOuIey OF 


JL) paddojoig oy S sDUISMY) 40 f0 





See Special Christmas Gift Offers! 




























Small business is being "protected" out of it 








Murray Committee in the senate, set up to equalize 
portunity between the big and the little operators 
throughout the country planned hearings on the economic 
plight of small newspapers, called it off when many replies 
to a questionnaire added up to "Please let us alone!” 
























businessman but is moving more slowly. Now the War Assets 
Administration has sent a small business representative 
to each of its zone offices, has duplicated the setup 
with similar committees in regional offices. 














Economy waves washing over official offices in Washington by no means insure 
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ment. International City Managers’ Association has submitted a report indicating 
cities of the United States are boosting their budgets as much as 100 per cent over 
the pre—war peak. 


Contributing causes include lessening of federal financing of local opera— 
tions, municipal pay raises, expanded serv’ces in newly developed areas, increased 
equipment and supply costs. National Housing Administration has entered the picture 
to insist cities and towns must spend one billion dollars of local tax revenue by 
the end of 1947 for utility installations to urbanize 300 square miles of "raw" land. 


























And the realtors' lobby has injected a thought (which won't be harbored long 
by local authorities): "The principal requirement for slum clearance is a tax freeze 
for 20 years that will assure banks and insurance companies that their investment 
will not be taxed out of existence within tne period of amortization." Loss of local 
taxes, it is claimed, would be more than offset by savings in social costs, reduction 
of inspection of fire hazards, and improved welfare of low income group. 






































Farm Credit Administration has set up "buyer caution and sound lending" as 
guideposts which can hold the farm land mar<et in line next year. Studies show farm 


speculation is on the increase, but still relatively unimportant. More than two-thirds 
of the recorded purchases are by farmers who intend to operate the land. More than one 























Decision of insurance companies to go into the field of industrial plant pur-— 
chase may have major repercussions. Prudential Life Insurance Company plans to move 
soon in the 25 states where legislation permits that type of investment by insurance 
companies. Company officials predict industries will be lured over border lines into 
states that allow such purchases. 




















Administration fiscal experts are working feverishly to get a program ready 
for announcement before New Year's, to take the edge off the Republican draft keynoted 
on economy. Reduction of the present budget will be claimed by both parties, fact of 
the matter is that much of the cut will come automatically anyway. 





























Slashed budget will result from elimination of non-recurring items such as 
the British loan, appropriations for UNRRA, Export—Import Bank funds, subsidies, 
terminal leave, and the overall contraction of the armed forces and wartime govern— 
ment agencies. These items alone total more than 10 billion dollars. 
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Farm commodity program of the Republican party is rapidly taking shape. Safe 
to predict is that it will include soil conservation program, rural electrification, 
expanded research and marketing studies, parity that will include farm labor costs 
but also emphasize the relationship to present-day cost of productions, not hoary 
statistics. 






























































Budgetary problems of the United Nations are worrying the diplomats more than 
the federal financiers. UN spent 19.6 million dollars last year, will need about 24 
millions this year and the United States is expected to pay half. That wouldn't be a 
noticeable drain upon the Treasury but the international experts, including Vanden— 
berg, think it's unwise for any single nation to take responsibility for preserving 
the organization in a financial way. 


























Not to be caught in the act of passing up an opportunity to register objec— 
tion, Russia complains UN is spending too much money even though little of it comes 
from the Soviet. The protest is regarded as more accurately reflecting Moscow's 
attitude toward the organization than appraising its money needs. 























Collapse of OPA was the principal motivation for dropping the Federal Reserve 
Board's Regulation W installment credit cucbs. Realized by the Board was the fact 
that consumer credit control is a feeble iistrument with which to fight inflation. 
It could be employed effectively to bolster price controls but it lost most of its y 
usefulness when those controls disappeared. oa 

















Another influencing factor was the Republican victory. The political com— 
plexion of tthe incoming congress and the known attitudes of the GOP fiscal key men 
dashes all. hope that consumer credit control would be placed on a permanent basis. 
It was emergency legislation in its inception and it will go in the general exodus of 
wartime acts. 

















CIO has compounded the opinions of three of its favorite men in public life 
— Jack Kroll, national director of the CIO-PAC, Henry A. Wallace, and Senator Claude 
Pepper — and has produced what, if nothing else, is a masterpiece of brevity in 
analysis of the congressional elections. _—— 


























This is it: "All three agreed that the progressive forces suffered a set— 
back in the November elections. All agreei that workers, liberals and independent 


voters must work unitedly to prevent another defeat.in 1948. And all agreed that the cia 











Democratic party had contributed to its own loss of congress by weak leadership and hes 


failure to carry out the militant program of Franklin Roosevelt." 
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Rep. Joseph W. Martin didn't do to2 well in his first press conference since par} 
he was cast, in the role of Speaker—-elect. Usually as conservative in his public Saber 


; ft 
° i “Pe sive Cill 
utt erances as in his political policies, | 


growth 
ending 


h2 discussed taxes and government economies 
in a manner which even his intimates had to admit hinted lack of serious thought. 





: girline 
Martin not only supported the Knutson program for a 20 per cent tax cut, but sabeeat 

said he favored such a slash "across the board." That, of course, would include . 
ne ea sucn a : 22 Sse ==55= come t 


excises which Knutson and campaign headquarters of the GOP hadn't in mind at all. Bul 
: : . : u 
The most productive excises are certain to remain. ‘ 
~~ = : as St im ge sides, transpe 

















And Martin called for a cut in taxes first, then reduction of outlays — the more 1 
very reverse of sound budgetary practice. No searching study has been made to deter the ers 
nine how much — budgets can be cut. Until that is known, congress eannol have | 


tally, 
and be 























rg — are a criterion to be taken stich there aren't many some SI 
yobbyists working to put over their pet theories or protect the interests of their extent 
mae tai Although aa deadline for disclosure to congress has passed, only 189 can be 
persons have come forward to admit their function is "to influence legislation." table v 
now sé 
third 
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Down To Earth Analysis Of... 
The AIRLINE 


World travel on giant 
aircraft now conipetes 
with all other carriers. 


tion percentage - wise. 
The prevailing mis 


givings on the inter- 
mediate future of the 


air operators are based 
upon factors such as 
have been repeatedly 
expressed in these col- 
umns heretofore, and 
discussed in some detail 
in our analysis of June 
8, which indicated that 
narrowing profit mar- 
gins were the chief con 
cern in this industry, 
owing to rising 
costs, the expenses at- 
tendant on recent ex- 
pansion, and the inabil 
ity of the industry to 
pass on the rising unit 
costs in terms of uni! 
sales prices, or fares 
The situation may be 
summed up by saying 
that the airlines are ex 
periencing 
pains, and the cost bur- 
den which accompanies 
a period of rapid ex- 

Eventually, 
r will be reflect 
greatly augment 


labor 








growms 


pansion. 
the latt: 
ed in 





By W. C. HANSON 
Dessimism has become the dominant sentiment on 

the airlines of late, replacing the 
optimism which had formerly prevailed for 


mMmercurlai 


four years. Shortly after our entry into the wai 
stocks of air transport operators began an ager 
sive climb, based primarily on the prem.se of iute 


growth and unprecedented proper ity. The actu: 
ending of the war saw a still furt 
= 


alriine 


spurt in tl 
stocks on the theory that the ie awaited 
postwar upsurge in air operations would promptly 
come to pass. 

But while eventual growth prospects 
tr: ansport systems are still as promising as ever, the 
more immediate trends have dam pered the ardor of 
the erstwhile enthusiasts, grouy 
have been declining. It is noteworthy, irciden 
tally, that airlines stocks reached their peak, 
and began to decline toward the close of 1945, or 
some six months ahead of the rest of the market. The 
extent to which the decline has thus far extended 
can be better appreciated from the accompanying 
table which shows that shares of leading airlines are 
now selling from about one half to less than one 
third of their 1945 highs—a rather 


ror he al 








and stocks of this grout 


drastic correc- 
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some 


ed earning power. but 


before this is realized, 
an interval ot perhaps 
his Or sO 
] 


+ ] } 
Must pe anticipated. 


SIX more mont 
margins 


which raises the 


oO dubious 
q 1] 
All of 


profit 
question of the funda- 


} 


mental factors underlying this industry, for it is 
upon these fundamentals that its future is based. 
droadly viewed, United States in O} i S 
comprise three general groups: the international 
svstems, the purely domestic lines, and the myriad 
g ‘oup ot small] operators, such as feeder lines, 
argo carriers, and non-seheduled fliers. Although 
the i dustry IS generally thought of as a homowe: 

ous unit, actually, each of these subdivisions 1s 


affected by different circumstances. 


Che rise of the international systems Is of par 
2 ' 1: e 
ticular interest, for rt has bot h economic and political 


This subdivision is now the most im 
portant in the entire American-owned airlines indus 
try, for virtually all the larger carriers have become, 
rnational Pan Amer- 
ican has long been the traditional and sole example 
of the international airline, but its dominant role i 

the foreign field is being challenged by the expan- 
sion of various U.S. operators into the foreign field, 
and by the rise of aggressive competition from air 
systems of other nations, of which more will be said 


implications 


or are becoming, int scope. 
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The list of domestic operators branching into 
overseas routes is impressive. American received an 
early start with its Mexico City and transatlantic 
routes early in the war, and is now one of the fore 
most contenders for international air traffic. Braniff 
has newly acquired routes to Mexico and South 
America, while Chicago & Southern has franchises 
to Jamaica, the Netherlands West Indies and Vene- 
zuela. Eastern has branched out to Mexico City 
and Puerto Rico, and National Airlines to Havana. 

Northwest Airlines’ overseas program is interest- 
ing, as it has been awarded routes to China and 
Japan via Alaska, and to Manila, which, with its 
link with TWA in China, gives it interesting poten- 
tialities for future Oriental air traffic. TWA, al- 
ready a transatlantic carrier, has recently been 


while Western. Airlines is another instance of route 
extension to Mexico City. 

But while our leading domestic air systems are 
rapidly acquiring international status, this is of 
greater importance from long range rather than an 
immediate earnings significance. ‘The international 
air transportation market is becoming increasingly 
competitive, not only among the various American- 
owned systems, but with the rise of aggressive 
foreign operators as well. Various foreign nations 
are making a bold bid for world traffic, and are 
being backed by their respective governments via 
subsidies and other encouragements. ‘The situation 
in this respect is analagous to the stiff international 
rivalry which used to prevail and to some extent 
still prevails among the major shipping nations for 
the lucrative North Atlantic trade. 

Since the end of the war, the British, French, 
Dutch, Scandinavians, and Belgians have been 
aggressively staking out their claims for a share in 
the North Atlantic routes. Names like Air France, 
Sabena (Belgian), Scandinavian Air Lines, KI.M 
(Netherlands) etc. have been appearing with greater 
frequency in the news, and will become still morc 
prominent as time goes on. 

In evaluating the future of international air traf- 
fic, due consideration must be given to the network 
of agreements among the various nations. ‘The 
essential framework for governing international 
aviation relations was set up at Montreal last year, 
and approved by 30 nations. The Provisional In- 
ternational Civil Organization thus created provides 
for an assembly in which all signatory powers would 
be represented, and an elected council of 20 member 
nations who would serve for two-year terms. The 
new organization has advisory and technical func- 
tions, but without power to regulate the economic 
phases of air transport. 

In addition to this rather general convention 
among: the aviation nations of the world are specific 




































































granted routes to Shanghai through India. United agreements among the nations individually. These 
has added a new San Francisco—Hawaii route, are not treaties, per se, but they evidently have the 
force and binding effect of treaties. 

—_—— nee One of the most important of such 

covenants is that executed between 

Measuring the De,.ation in Airline Equities the United States and Great Britain 

From Their 1945-1946 Highs as a result of the Bermuda confer- 

1940 All time 1946 Recent ence earlier this year. The essential 

te a Alc points of the Anglo-American pact 

American Airlines ............... seseeee 7V2- 4Ve 197%/e—1946 = 92 are the regulation of fares, removal 
Bramiff Airways: ooscesccescceeneenn 712-33 % 37/2—1945 345 14 of restrictions on the number of 
Eastern Airlines: .scccesscsessseees W + 6% 3342-1945 eS flights by the airlines of the signa- 

- tory nations, and the setting up ot 

National Airlines ......csscscsecsees 9¥%4- 32 41%4—1945 34% future international routes. One of 
Northwest Airlines... 14 = Tala) 63%2—1945 5612 20 the most significant provisions of the 
Pan-American Airways. ............ 12%- 6 29 —1945 122 agreement is the right of “pick-up”, 
Penn-Central Airlines ..csccsceu 22%4-11M%s 49%4—1945 45% 16 which has far-reaching competitive 
— — repercussions. According to this 
— — 2 24 agreement, a British airliner could 
United Airlines ....cccccccssssssssssessse 23%4-12 62/2—1945 54% 21 land in New York, or any other 
Western Airlines: .........sssse _ The 3% 40¥/72—1945 TDA American airport, in the normal 

* Adjusted to refiect stock dividends and split-ups. (a) 1941. function at Rs operations, and pick 
up new passengers bound for a third 

country. Similarly, an American 
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operator serving British airports, could take on fares 
for a third nation. Similar agreements have been 
efected between this country and France, and other 
nations, and more such covenants are expected in 
the future. 


International Rules 


This was an unexpectedly liberal interpretation 
of the so-called “Fifth Freedom” . . . “freedom of 
the air,” ... and has provoked a storm of protest, 
especially from the American side of the ocean. The 
underlying fear, of course, is that foreign operators, 
aided by lower costs and governmental subsidies, 
would be able to make heavy inroads into the 
American share of overseas traffic. 

Another noteworthy feature of the agreement is 
the barring of rate “wars”, as rate determination 
will be worked out by the representatives of the 
signatory nations. This bears a close resemblance 
to the rate-maintaining features of the North Atlan- 
tic Conference covering international shipping. 

Speaking of competition for the internatioral air 
commerce, not all such rivalry is among aviation 
lines. The element of steamship competition must 
be reckoned with. While it is obvious that the air- 
plane is going to take away huge segments of the 
luxury passenger trade of the ship lines, the latter 
are by no means to be counted out of the race. The 
resumption of normal steamship operations, addition 
of fast, economical ships, and less urgency for quick 
transatlantic crossings than during the war, are be- 
ing mirrored in a sharp drop in transoceanic air 
passenger travel. As a result, Pan American has 
recently reduced its staff in the Atlantic division by 
about 20%, and the other transatlantic air services 
are also feeling the pinch. 


Temporary Traffic Lag 


The outlook for international air traffic may be 
summed up by saying that it is now entering its 
real, postwar competitive stage, now that the war 
induced record traffic has fallen off. Eventual 
growth prospects are enormous, but the keen rivalry 
referred to will limit unit profits for some time to 






































Airlines’ Financial Resources Compared with 
New Equipment Commitments 
—Millions of Dollars— 
Net Long- New 
Current Current Working Term Equipment 
Airline Assets Liabilities Capital Debt Orders 
American. ............ $78.5 $20.4 $58.1 $40.) $91.0 
RGN ocecsssetecenccace aa 3.6 3.6 11.4 
IIE Sencctececcocccs 24.3 10.1 14.2* mo 16.0 
National .............. 2.6 1.7 g** 1.9 6.2 | 
Bcc 3 lee are es ae te a es 
Northwest .......... 5.2 3.9 1.3 = 25.0 
Penn-Central ...... 6.8 4.9 V9 10.0 12.5 
RED thnneiossbecsannenia 24.6 14.9 9.7 28.9 40.0 
| MNS» ntevcratensieowe 27.9 15.1 12.8 44.0 
| Western 2.8 4.9 def.2.1 J 6.0 
| * Working capital reported to approximate $19 million at present. 
| ** Company has subsequently raised $3.7 million through stock. | 





come. Especially is this true now that foreign 
operators can compete more directly with American 
owned lines through provisions of the international 
agreements. 

Turning to the domestic scene, the chief elements 
at work are the squeeze on profit margins, close to 
or, in some cases, below, break even points. As 
already mentioned, this is mainly attributable to 
rising operating costs and the heavy expansion pro- 
grams of the major lines, the expense of the latter 
constituting a present drain on finances which will 
not be compensated for some time to come in the 
form of increased revenues. 

This, in turn, raises the question of airlines’ finan- 
cial positions at the present time, for the answer 
thereto has an important bearing on the future 
status of equities in this industry. To appreciate 
fully the present situation and its future impliéa- 
tions, it is necessary to look back a little to financial 
developments over the past year or two. 

Long before the end of the war, the airlines 
operators were making (Continued on page 273) 
























































Pertinent Financial Statistics of Leading Airlines 
Revenues (000 omitted) = 
Passenger Load Passengers Freight & Mail Net Per Share 
Factor mos. 12 mos. 6 mos. 
& mos. Fiscal ended Fiscal ended Fiscal ended Dividends Price- Cur- 
ended June 30 Year June 30, Year June 30, Year June 30, Per Share Earnings rent 
ee a eet 1945 1946 1945 = 194619450 19461945 1946 1945 1946 Ratio Ratio* 
American Airlines ...........-...-+++ 89.5% 86.4% $37,317 $45,034 $10,098 © $7,989  $.67  $.003Se9 $.20 Nil 14.2) 2.9 | 
| Braniff Airways ..... 87.2 6,938 8,004 981 882 85 def.09 -60 45 16.5 2.0 
| he | OE AT : ee... en |. Se: 
| Eastern Airlines ... 7.1 85.9 23,000 28,313 3,670 (3,559 89 =.77,—— i255 iw 21.4 2.3 
| National Airlines — 5 =—s—«84.6 2, 780 5,164 452 669 .34 -38(b) Nil 20% Stock(a) 39.5 1.6 
| Northwestern Airlines” 87.5 7,972 13,371 2,825 2,922 1.35 1.82(b) .50 -50 1.0 . 4.3 
| Pan-Americam Airways .............:. cesses seseee CO ae | ee “ 1.23. aah 25 sis SO 10.2 2.1 
| Penn-Central Airlines .................. 78.3 77.6 9,898 13,069 1,081 1,072 -93 def1.57 .25 Nil 17.2 2.3 
Transcon. & Western Airlines... 89. 86.9 _ 24,182 31,409 9,269 7,939 1.84 defl.63 Nil Nil 13.0 1.6 
| United Airlines ..........c:ccecsecsese 95.4 86.4 27,437 35,541 11,780 = 9,627, 2.33 -42 -50 -50 9.0 1.9 
Western Airlines ......................000 86.4 78.9 5,653 6,353 1,445 822 51 def1.72 Nil Nil 22.5 1.4 








* Computed from latest available balance sheet. 
(a) Payable January 15, 1947, x Divid. Dec. 27 











Se9—For 9 mos. ended September 30. 
(b) For fiscal year ended June 30, 1946. 
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By GEORGE L. MERTON 


te, © MANY THINGS have hap- 
pened in recent weeks to 
change conditions for the pro- 
ducers. of copper, aluminum, 
lead and zine that it appears 
timely to assemble the facts in 
order to appraise their combined 
influence upon this industry. As 
many of these developments 


have been on the bright side, 

shareholders in some of the 

larger concerns have been sur- eS 

pr ised that an improvement in 
fundamentals has not been bet- jee" 
ter reflected on the Stock Mar- Po. eal 
ket than has been the case. The ; 
best answer to these may be to 


point out that in a critical peri- 
od such as the present, prices 
for shares sometimes carry 
relationship to basic factors 
than perhaps they should, at 
least when it comes to assessing the potentials for 


less 


any individual industry. In due course, unless the 
economy becomes seriously upset, selectivity may 


come more heavily into play, especially if the pro- 
spective carnings of the miners in this group live up 
to expectations. In this event patient shareholders 
could perhaps win out on the score of price. 
Developments during the first half of 1946 
were high!y discouraging to all producers of non- 
ferrous metals. For weeks and months, strikes seri- 
ously interrupted operations, and at just a period 
when the miners were struggling to overconie a war- 
time shortage of labor. As a result, production oi 
domestic copper, for example, came to only around 
500,000 short tons during the first ten months of 
the current year, Lompared with 713,000 tons in the 
same period of 1945. Deliveries of the red metal to 
consumers, although bolstered to the extent of 553,- 
000 tons from the Government stockpile, have total- 
led only 991,000 tons during this interval, against 
nearly 1.3 million tons last year. With volume 
reduced and with prices rigidly held down to 12 
cents per pound by OPA, it was not surprising that 
even when the price, including premiums, was raised 
to the 14%, cents level, mounting costs still cut 
heavily into profits. Six months net earnings for all 
the larger miners dipped considerably below those 
of the corresponding 1945 period. Fact was that 
only a portion of tonnage produced was at all prof- 
itable, because of the cost- price squeeze forced upon 
them. This despite the continued premium payments 
accorded high cost producers by the Government. 
Within three days after President Truman or- 
dered decontrol of prices on November 9, copper 
prices advanced to 171% cents, bringing them closely 
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Upon a full supply of copper, aluminum, lead, zinc and other 
non-ferrous metals, fabricators lean heavily to function. 


in line with world prices, and the British Minstry of 
Supply immediately established a boost of 21% cents 
per pound at its end to equalize the situation. But 
shortly thereafter, the Government announced that 
upon termination of presently outstanding contracts 
the Metals Reserve Corporation, a Federal Agency, 
would cease buying foreign copper. For a long oe 
_ MRC has been buying — y from abroad : 
17% cents per pound on a basis of import duty free. 
reselling the red metal to domestic corsumers at 
14°, cents per pound and absorbing the loss. While 
this latest step signifies that American will 
henceforth be permited to buy foreign copper direct, 
it is equally true that they will have to pay the four 
cents import duty, thus as a practical matter estab- 
lishing a price of 211% cents per pound for every- 
thing but metal bought from domestic consumers. 


users 


Effect of Price Increases 

In recent days, one after another of the large cop- 
per mining companies, spearheaded by Phelps 
Dodge Copper Corporation, has again raised its 
price, this time to 1914 cents, an advance of 2 cents 
per pound. At this level, the price is the highest since 
the boom days of 1929, when 23.87¢ per pound 
established a record. But at that it will be noted 
that a spread of 2 cents per pound still exists be- 
tween the price for domestic metal and that imported 
from abroad. Off hand it might be assumed in 
view of undoubted ability of the copper miners to 
sell all the copper they can produce at these rapidly 
advanced prices, that something like a bonanza is 
looming up for them, but upon ‘sober appraisal this 
does not necessarily follow. Trae, in spite of the 
demise of OPA, the Government still plans to spend 
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some $2,100,000 in the torm of subsidies to the cop- 
But as a measurable offset, the funds 
allotted are based upon the spread between cost and 


price, with the idea*of increasing output from low 


grade properties which otherwise might find it dif- 
ficult, if not impossible to operate. For this reason 
it would appear that the low cost operators stand to 
benefit more significantly by increased prices than 
their less fortunately situated competitors. On the 
other hand, if the newly established price levels 
prove to be rather stable, as all signs indicate, it may 
start a trend by many miners possessed of both high 
and low grade ore bodies to resume former policies 
of extracting high cost copper on a larger scale. 
During the war, when all-out production was the 
transcendent factor, many concerns concentrated 
upon mining rich bodies of ore which over a term of 
years would have been saved for exploitation at times 
when copper prices tended to sag heavily. 


Shortages Analyzed 


As for the current demand situation in the field of 
copper, nearly every maker of electric equipment and 


brass goods has been seriously hampered by the 
shortage of supply engendered by strikes in the 
mines. For months and months earlier in the year, 


reliance upon Government imports provided only a 
partial answer to the problem, and operations of the 
fabricators were severely curtailed. Manufacturers 
at the beginning of November figured that their re- 
quirements to meet unfilled orders and inventory 
limits came to over 830,000 tons, whereas stocks on 
hand plus orders placed with producers amounted 
to only 418,000 tons. Thus a void of about 412,000 
tons still remains to restore conditions to a normal 
balance. On the other hand, deliveries of refined cop 





tons, establishing a high record since May, 1945, 
and unfilled orders on the books of makers of copper 
products were at the sizable height of 537,000 tons. 
From these figures it may be readily envisaged that 
activities all along the line in the copper industry, 
from mines, smelters and refineries to fabricators, 
are not only reaching higher and higher proportions 
but are likely to continue that way for a long time 
to come. 


New Production Outlook 


Now that the Government has abdicated its former 
role as the sole primary buyer of copper from for- 
eign countries, it is interesting to note that at the 
end of October the Federal stockpile of this material 
had shrunk to 160,000 tons compared with 570,000 
tons at the beginning of 1946. While an additional! 
120,000 tons still will come in on uncompleted con- 
tracts for delivery during the first quarter of 1947, 
to meet the urgent needs of domestic consumers may 
entail a further substantial shrinkage the stock- 
pile during coming months. Of total copper deliver- 
ies during the first ten months of 1946 about 55% 
were supplied by foreign concerns and 45% from 
domestic sources, whereas normally domestic capaci- 
ty could furnish nearer 60%. Barring further work 
stoppages, United States miners should rationally 
step up production, now that restrictive Federal con- 
trols have been eliminated, and find a home market 
ready to take all the red metal they can offer, and 
at prices which should raise their earnings to a high- 
ly satisfactory level, a welcome change compared 
with neglible results obtained in 1946. But even in 
the current year, cash positions have been so strong 
ly held, that the temporary downtrend in net has 
not been sufficient to threaten payment of dividends 











per to consumers in October exceeded 130,000 short on the present scale. Looking ahead a bit, also, 
Financial Survey of Principal Mining Companies 
Sales Revenues-—— —Net Per Share— For9mos. Divi- 
9 mos. ended ended —Dividend Per Share— Recent dend 
1940 1942 Sept.30, 1946 1940 1942 Sept.30,1946 1940 1942 1946* Price Yield 
Aluminum Co. of America ................ $52,063(a) $124,850(a) $89,033(a,c) $8.91 $5.93 $2.85(c) $2.00 $2.00 $2.09 $67 3.0% 
American Metals, ‘td. 89,983 91,694 3,250(a) 2.69 1.82 87 1.75 1.50 1.00 26 3.8 
American Zinc, Lead & Smelting... 14,460 24,596 18,379 38 85 def.02 Nil Nil Nil 8/2 
Anaconda Copper 243,663 408,952 31,152(a) 4.04 4.20 ¥5) 2.00 2.50 2.50 39 6.4 
Cerro de Pasco Copper .................. 19,790 22,641 7,930Je6 2.40 2.88 1.33(¢) 4.00 4.00 2.00 34 5.7 
Climax Molybdenum .....................00... 12,921 24,347(a) 2,644(b) 2.49 5.31 oF? 2.20 3.20 1.40 20 7.0 
a |e) CLC | ast SRR ee 27,994 40,272 28,497Agq9 1.41 1.37 1.25Ac9 -40 -60 1.00 22 4.5 
f ROWE. “SON oooh ccscsectcsccckseees 11,614 14,513 6,467 3.63 3.78 1.30 3.75 3.25 1.30 33 3.9 
| Inspiration Consolidated Copper...... 9,156 12,168 1,553(a) 1.87 1.44 72 .50 1.00 1.00 16 6.2 
buternetional Niche! ....:....<...iscsscccesses 143,793 165,595 92,653 2.31 2.18 1.24 2.00 2.00 1.60 30 5.3 
MGWNOCOET (‘GGBBER aos. cccsesiecscsciscoccscss 177,250 259,443 55,759Jeé6 4.05 4.51 -42Je6 2.75 3.00 2.50 47 5.3 
MNES ORIN» sipociisececassicsseccerandcesceus 5,645 6,036 4,099 2.78 1.46 -77J5e6 2.50 2.00 -50 19 2.6 
a ot nee ne ORE OED Re Se EON 7,577 N.A. 9,402 .70 1.32 61306 .45 -50 -50 13 3.8 
OW SOPSOY DANG oo. fs cisicnceccnceecsicescease N.A. N.A. 3,984(a) 4.19 3.68 1.75 3.50 3.25 3.00 64 «4.7 
Phelps Dodge 132,379 49,861 1.49 1.85 def.11Jeé 1.50 1.60 1.60 37 4.3 
PO WOTIE INTIS iasscccsgetiscssecavendcbacceces 29,158 86,068 81,607 2.10 1.07 2.94 -30 -50 PY 32 2.3 
AE dg, 2. aS A a 38,507 51,360 26,356Je6 2.62 2.89 1.41Je6 2.25 2.00 2.09 55 3.6 
U.S. Smelting, Refining & Mining.... 39,018 41,248 25,391 8.16 6.86 -71Ag? 6.00 4.00 Nil 44 
MM INN. asians cuthces capas eisenevestn 10,850 16,708 5,558Jeé6 2.85 1.34 def.94Jeé6 1.50 .25 Nil 18 
*12 months to date. (c) For year ended Dec. 3], 1945. Je6é—For 6 months ended June 30, 1946. Ag9—For 9 months ended August 31, 
1946. N.A.—Not Available. def.—deficit. (a) Operating income. (b) Net before taxes. 
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Significant Balance Sheet Items 
On Leading Mining Stocks 


Per Common Share——— 
| Net Depletion & Cur- 
| Book Current Cash ODepr'n rent 
Value Assets* Assets Reserve Ratio 


Aluminum Co. of America... $35.91 $4.93 $18.50 $79.50 6.) 





American Metals, Ltd........... 47.94 16.90 19.50 20.20 2.4 
Amer. Zinc, Lead & Smelting 12.85 6.60 1.29 16.45 3.9 
Anaconda Copper ................ 65.53 19.30 14.95 25.75 5.3 
Cerro de Pasco Copper........ 47.54 14.65 11.95 51.50 9.4 


7.42 2.10 8.3 
8.35 30.40 6.1 


Climax Molybdenum 
Eagle Picher Co. (c).... 











ne ee ee ; . 12.30 23.50 10.0 
Inspiration Consoli. Copper. 26.31 5.25 4.68 13.60 139 | 
International Nickel (b)...... 16.30 7.15 6.30 9.30 8.0 | 
Kennecott Copper ................ 39.87 20.00 17.30 13.40 8.1 | 
Magma Copper (a).............. 23.40 14.60 10.01 10.80 10.5 
Miami Copper. ...................-.- 26.47 10.68 6.95 42.50 4.2 | 
Phelps Dodge ..................0:4 33.15 9.55 8.80 42.00 2.8 | 
Reynolds Metals .... -- 28.26 None 15.40 33.90 3.3 | 
St. Joseph Lead (a).............. 18.85 10.10 6.90 28.00 5.2 
U.S. Smelting, Refining & | 
BD en rescariaiiusrsetisieesse 82,85 29 «©69°.33:00 912:00 5.2 | 
Vanadium Corp. (a).............. 29.60 13.00 4.05 22.40 5.8 | 


* After providing for senior securities. (a) Figures are as of June 
30, 1946. (b) Figures are as of September 30, 1946. 
(c) Figures are as of May 31, 1946. 

















a and profits are likely to be enhanced by 

eappearance of more copper scrap, now that a fret 
and upon prices has become a reality. Under nor- 
mal conditions, scrap is a very important addition 
to supplies of new metal from the mines although 
benefitting smelters mostly. The low level of copper 
in the Federal stockpile, furthermore, must be viewed 
constructively by the miners, furthermore, in that 
eventually it will be rebuilt to substantial propor- 
tions, thus helping to stabilize volume for domestic 
producers if for any reason demand from manufac- 
turers shoud slac ken enough to warrant the diver 
sion. 

Elimination of OPA restrictions also has been 
beneficial to producers of lead. Problems in this 
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branch of the mining field have been similar to those 
hampering the copper industry for many months 
past, indeed all during the war. Payment of Govern- 
ment subsidies held the price per pound down to 
614 cents per pound from 1942 through 1945. In 
June of this year the Government advanced the 
price to 814 cents as a partial offset to mounting 
wage costs, following prolonged strikes. Quite lately, 
American producers and refiners, when able to set 
their own sights at last, pushed the price up to first 
10.14 cents and then again to 11.8 cents per pound 
at New York. As domestic demand for lead, chiefiy 
for batteries and cable coverings, runs to about 1 mil- 
lion tons annually and American mines probably 
cannot turn out more than 400,000 tons in 1946, or 
some 159% less than in 1945, this leaves about 
quarter of a million tons to be imported after allow- 
ance for perhaps 350,000 tons which may come from 
secondary supplies. 


The Lead Situation 


While producers claim that at the seemingly now 
high price level, net gains to them after adjustment 
of subsidies actually amount to little or nothing, the 
increased price is expected to greatly stimulate of- 
ferings of scrap, and also imports of foreign metal, 
particularly from Mexico. From some quarters come 
predictions that all in all it is more than likely that 
supply will now rapidly catch up with demand, and 
before many months pass, economic forces may come 
into play to ease prices somewhat. Despite all difficul- 
ties in the current year, net earnings of. St. Joseph 
Lead Co., by far the largest producer in the coun- 
try, have held up well and probably will show a 
slight increase for the full year compared with 1945. 
And during 1947, earnings of all the stronger lead 
miners and refiners should show further improve- 
ment. American Smelting and Refining, for instance, 
may now be able to sell to domestic users of lead 
fully half of its large Mexican stocks and at a satis- 
factory profit. It is estimated that shipments from 
this one source may run as high as 6500 tons per 
month, or more than the Government has been pur- 
chasing during the summer. 


Outlook for Zinc 


Miners of zinc have been somewhat more fortunate 
in keeping supply more nearly in balance with de- 
mand, than has been the case with producers of other 
non-ferrous metals, although the situation is still 
tight. During the first five months of 1946, total 
production of zinc slabs fell off only 1.6% below 
the same period in 1945, although refined produc- 
tion dropped by about 17%. Thus the spur to up- 
ping prices for this galvanizing and useful alloy 
metal has not been very expressive—only a cent per 
pound at the latest step for zinc oxide, widely used in 
the paint and rubber industries. Although nine 
months earnings of the largest zinc producer, New 
Jersey Zinc Co., dipped somewhat under handicaps 
characteristic of the industry, dividends have re- 
mained stable and prospects for better showings have 
now been decidedly enhanced. Anaconda and Ameri- 
can Smelting also stand to gain through profits 
derived from zinc. (Please turn to page 275) 
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Babe MERCHANDISING has been a_ hectic, but 

withal a very profitable, business for the last 
four or five years. There simply has not been enough 
goods made to satisfy record-breaking consumer de- 
mand. No one cared much what things cost or how 
well they were made so long as it was possible to pur- 
chase reasonable facsimiles of the original desirable 
merchandise. 

All along the entire chain of distribution the 
scramble for goods has intensified. From the pur- 
chasing agent for the manufacturer to the whole- 
saler or jobber, it has been a case of “knowing some- 
body.” The department store buyer responsible for 
obtaining the most wanted supplies has experienced 
the same anxieties as the customer who had to stand 
in line to pay ridiculously high prices for scarce 
merchandise. 

But a change is in sight. Raw materials are be- 
coming more plentiful and customers are showing 
increasing discrimination in their buying attitudes. 
This means that the hit-or-miss methods of recent 
years no longer will prove as profitable as in the 
past. Experience in purchasing and in marketing 
once more will comprise an essential phase of retail- 
ing. For investors interested in shares of merchan- 
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Customers swarm around 
J. C. Penney counters to 
buy long needed goods. 


dising companies this 
4 transition is important, 
for it means that with 
the elimination of arti- 
ficial controls reliance 
once more must be 
placed on demonstrated 
skill in management. 

This is where the J. 
C. Penney Company 
shines. For a genera- 
tion, this organization 
quietly has built up a 
reputation as the leader 
in its field. Its manage- 
ment is regarded as 
among the smartest and 
most aggressive distrib- 
utors of staple dry 
goods, wearing apparel, household furnishings and 
similar merchandise appealing particularly to the 
working classes. The fundamental basis for its ex- 
ceptional record is the profit-sharing policy adopted 
by the Penney Company founder more than forty 
years ago. A system of incentive compensation ap- 
plicable to all important executives as well as store 
managers and their assistants has enabled the com- 
pany to attract and hold the best merchants and to 
mold a strong organization of energetic, loyal and 
capable individuals. 

The Penney Company faces the coming period of 
more intensive competition well siutated to retain its 
claim for recognition as one of the leading retailers 
of the nation. The management’s objective in expan- 
sion had virtually been reached before the war. For 
future growth, the company apparently intends to 
rely on development of business in the approximate- 
ly 1,600 stores now in operation. As in the past, 
greatest emphasis will be placed on stores in relative- 
ly small communities where the Penney outlet will 
rank as one of the principal dry goods distributors 
in the town. Expansion in metropolitan areas is ex- 
pected to be relatively slow. 

The promising outlook for this company has as its 
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tasis the prospect of substantial sales volume, 
normal profit margins and a strong competitive posi- 
tion. The fact that its period of expansion is behind 
apparently gives the Penney Company advantage 
over competitors who contemplate extending chain 
outlets in the next four or five years. 

The fundamental policies which have contributed 
to management’s success in the past are expected to 
be reaffirmed in the forthcoming restoration of 
normal retail operations. Briefly, these basic rules of 
management may be summarized as follows: (1) 
Concentration of volume on staple dry goods such as 

‘ clothing, household linens, cotton goods, rugs and 
other furnishings, (2) absence of charge accounts 
and other credit arrangements, (3) lack of delivery 
systems (4) high degree of merchandising responsi- 
ble for individual store managements and (5) avoid- 
ance so far as possible of direct ownership of stores. 

The company was started in the Northwest in 
1902 and in its early, years 


growth or even a temporary decline for 1947, this 
would not necessarily mean that earnings would be 
particularly adversely affected. Profit margins are 
influenced considerably by total volume but undoubt- 
edly economies in operation would be instituted to 
counteract adverse effects of reduced sales. It is 
quite possible that with the return of increased com- 
petition mark-up may have to be shaded and gross 
margins may become smaller. Such a trend would 
tend to depress corporate earnings. 

Judging by experience this year, Penney earnings 
could decline moderately and still be well above any 
thing ever experienced befor 1946. Th company re 
ported net income of $17.4 million for 1945, equiva 
lent to $2.11 a share on the outstanding 8.3 million 
shares of common. This was only slightly below the 
best previous record of $18.7 million or $2.45 a 
share in 1936. For the first six months of the current 
year, the company reported net income of $17.9 mil- 

lion or $2.19 a share. Ordina- 























concentrated on that section rily, the second half of the 
of the country. Stores are : year is substantially more 
more numerous in the western Ten Year Record of J. C. Penney’s profitable than the first six 
half of the country and loca- Sales, Earnings and Dividends months. If this pattern holds 
tions are strongest in such a i alli true for 1946, net income may 
growth areas as California, ($ Million) Per Share Per Share reach a level of between $35 
preg the Pacific ovied Te $151.9 $1.01 $.47 = million. de oe 
west. Expansion was particu- BB cootuecdiaa 176.7 1.35 56 if profit margins become nar- 
larly active in the late 1920’s gd 7 pein rower in the next year or two 
~ — ed 1930’s. Growth 173.7 1.04 * and ae . 
in the last ten years in num- 155.2 52 .70 an equivalent of from $3 to 
ber of stores *e been rather pad —. oo: $4 (aan such a perform- 
moderate. There were 1,602 225.9 2.03 1.25 ance still would far surpass 
units in operation at the end 258.3 2.45 2.42 anything accomplished before 
of 1945 compared with 1,481 . ——_—— the war. If business should 
at - end - —. : 282.1 2.16 1.67 — back to a ——— level 
olume of business has ex- 304.5 1.97 1.67 an earnings oO enney 
pee ih Peers = a pe ne — — eototeanely, 
as more than doubled in the 489.9 2.17 1.67 i ms difficult to forecast 
i- 535.3 2.08 1.67 i 

last _ prion gross ven Soe = — ye net nrg ris Seago than og 
reese ail > Spproxmate BE sconsiiionigt 446.5(a) 2.17(b) 2.12 This os or we war years. 
$550 million compared with ssi insnineiieiiaaliieaiaiiaiiaieacial lls assumes, of course, that 
about $226 million for 1935. ok & entie eee des 28. Federal taxes are not in- 
Sales this year have continued creased. On the other hand if 
to rise and for the full year the tax levy should be lowered 











1946 are expected to approxi- 
mate $660 million. Such volume would be equivalent 
to about $400,000 per store, compared with an an- 
nual average of slightly more than $150,000 per 
store in 1935. This growth in unit distribution re- 
flects increased merchandising efficiency. 

Although there has been no interruption in the 
steady growth in sales since 1938, it seems possible 
that the volume of business in the coming year may 
show a decline. In any event the rate of improvement 
may be retarded. If this should be the case, reasons 
might be found in the gradual decline of wholesale 
prices and some contraction of agricultural purchas- 
ing power. The Penney chain caters especially to 
rural trade. The fact that commodity prices have a 
‘strong sustaining factor in the government loan 
policy should prove reassuring not only for the com- 
pany but for investors in shares of companies depen- 
dent on farm purchasing power. 

Even if there should be a slackening in sales 
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to around the pre-war rate, 
earnings still might compare favorably with the 
average of about $2 a share reported for the past 
ten years. 

As in the case of most other merchandising organ- 
izations which had suffered from the impact of high 
wartime taxes, Penney’s true earning power ap- 
parently has been obscured. Significance of the fact 
that sales volume has advanced almost 100 per cent 
from the 1941 figure, which was regarded as relative- 
ly high, apparently is not fully appreciated. Al- 
though this increase is partly attributable to higher 
prices for all kinds of merchandise, nevertheless it is 
obvious that the price factor alone cannot account 
for the entire improvement. In other words, the Pen- 
ney territory is growing and Penney customers have 
had more cash to spend for available merchandise. 
From this analysis, it would seem logical to think 
that even if business conditions are temporarily de- 
pressed in the coming year, Penney sales might be 
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expected to resist declining tendenctes to a greater 
extent than business in chain store organizations 
having a less pronounced growth factor. 

In appraising the outlook for mechandising or- 
ganizations, it also is interesting to examine the ratio 
of operating income to sales. This factor throws 
light on the efficiency of management. In the case 
of Penney, the profit margin has been maintained at 
an unusually high level and through the war years 
has steadily widened. No statistics are available for 
1946 results, but interim earnings figures suggest 
that the ratio for the current year may be the best 
ever reported. When it is considered that a margin 
of 5 to 8 per cent is regarded as satisfactory, the 
Penney figures of 7 to 11 per cent for recent years 
are impressive. 

Some of the informative figures for recent years 
are tabulated below: 


1939 1941 1944 1945 
(millions of dollars) 


Net sales $282.1 $377.6 $489.9 $549.3 
Operating Income 19.9 34.5 57.7 59.8 
Profit margin 7.1% 9.1% 10.8% 11.2% 
% Farned on Inv. Capital 21.4% 19.2% 16.9% 16.5% 
1939 1941 1944 1945 


(millions of dollars) 


Income Taxes $ 3.5 $ 17.0 $ 40.4 $ 44.0 
Net income 16.5 17.1 17.2 17.4 
Earned per share $§ 2.16 § 2.08 § 208 § 2.11 
Paid in div. 1.66 1.66 1.66 1.66 
Price Rang? 32—25 30—24 38—31 54—33 
Book Value $ 9.86 $1061 $12.36 § 12.81 


Mangement usually has pursued a liberal dividend 
policy in recent years. This practice probably has 
been followed because such a high precentage of 
stock is held by officers and employees of the Penney 
organization. Several years ago incentive compensa- 
tion was distributed in the form of stock to execu- 
tives and store managers. As the company has grown 
and the shares have been divided, holdings by in- 
siders have become substantial. There is reason to 
feel that management hopes to con- 




















Pertinent Balance Sheet Items 
Dec. 31, June 30, 

ASSETS 1936 1946 Change 
Cash $12,703 $31,590 +$18,887 
Marketable securities ..........00 00 ........ 10,025 +- 10,025 
Receivables, net ....................... 378 355 — 23 
Inventories, net 52,760 127,078 + 74,318 
TOTAL CURRENT ASSETS .... 65,841 169,048 +103,207 
Net property. ..........-.....:00::000+ 9,974 15,171 + 5,197 
Other GSsets ........220.0-.--000000-- 6,511 6,946 + 435 
VOTAL ‘ASSETS: «......<.222.....:..- 82,326 191,165 +108,839 
LIABILITIES 

Accts, payable and accruals 11,527 41,023 + 29,496 
Reserve for taxes .................. 3,378 32,649 + 29,271 
TOTAL CURR. LIABILITIES... 14,905 73,672 + 58,767 
Reserves 2,014 2,840 + 826 
MORNE van datanensrssesceraes 28,123 34,123 + 6,000 
SO a aces oese aces 37,284 80,530 + 43,246 
TOTAL LIABILITIES .............. 82,326 191,165 -+ 108,839 
WORKING CAPITAL .............. 50,936 95,376 + 44,440 
Current Ratio ............00..-.c0-0+« 4.4 2.3 — 2.1 




















In surveying the outlook for the next few years, 
it must be admitted that in Penney’s case the com- 
pany’s element of wartime strength now looms as a 
source of potential trouble. The company had con- 
centrated on “soft goods” in past years and this 
fact enabled it to avoid the headaches of declining 
sales volume when household furnishings, electrical 
appliances and other “hard goods” normally dis- 
tributed by department stores disappeared from the 
market in 1942 and 1943. 

Moreover, Penney was ideally situated to enlarge 
its apparel volume because of its influential contacts 
with manufacturers specializing in clothing and 
textile linens. Accordingly, Penney’s business was 
stimulated to a considera- (Please turn to page 275) 
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Long - Term 


By H. S. COFFIN 


I F THE RussiANs CARED to see a condensed picture 
of how a capitalistic system can and does succeed 


in achieving prosperity for both investors and labor 


alike, all they need would be to sean the financial 
page of our daily papers. While the stock quotations 
given would carry small significance, the long list of 
giant concerns which have attained their stature by 
long time growth through thick and thin—in almost 
every form of major enterprise—provides an amazing 
index page in economic history. When it comes to in- 
dividual companies, of course, research will disclose 
decided variations in results over a long term, but 
upon the roster are hundreds of names with a record 
so indicative of vigor that their shareholders have 
exhibited undiminished loyalty under any and all 
conditions. This presents an interesting aspect of in- 
vestment strategy which we will now discuss. 
Beyond any doubt, a far greater proportion of in- 
vestors than might be im: ined care little or nothing 
at all about periodical gyrations in stock prices. In- 
deed, there are legions of investors whose acquisition 
of shares has been based upon a long term program 
only, with no thought or desire to consider paper 
profits or losses when they crop up. While, to be 
sure, such policies may lead to unwise freezing of a 
portfolio, quite as often. confidence. in-a strong man- 
agement warrants an indefinite retention of the 
shares, where reasonably stable income or hopeful 
improvement in fundamentals rather than in price is 
the issue at stake. Provided an investor makes truly 
intelligent selections and continues alert in making 
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periodic studies of his chosen favorites, the records 
are replete with examples where static investment 
programs have proven out all to the good. 

As time passes and investors numerically are 
estimated as well above 15 million, it is interesting to 
note a downward trend in average individual share 
holdings. In the case of General Motors Corpora- 
tion, for instance, aside from 10 million shares held 
by du Pont, the average shares held by some 400,000 
investors are less than 100 in number. Similarly, odd 
lot holdings have come to be the rule with many 
other large concerns. While it is true that specula- 
tion in odd lots is quite a common prac- 
tice, common sense suggests that gen- 
uine thrift rather than sporting instinct 
is the outstanding motivation back of 
most investment programs today. More 
closely appraised, it seems likely that 
basic thoughts of putting savings to 
work “in business” rather than “in the 
stock market” are strongly in the fore- 
ground. On this premise, the trend is ex- 
tremely hee althy, for everyone in busi- 
ness knows in advance that poor years, 
as well as good, are a normal expectan- 
cy. Sustained confidence thus entailed, 
however, forces unusual reliance upon 
selectivity, if drab or disappointing out- 
come is to be avoided. Timing of the 
original acquisition, moreover, has a 
strong influence in determining yield 
upon the investment. When yields were 
at record lows, for instance, during the 
recent peak period of stock exchange 
prices, odd lot buyers were an important factor in 
bidding up prices, and during the drop that followed 
are reported to have taken 20 million shares on bal- 
ance from larger and more experienced investors. 

Granted that an increasingly large number of 
small, and perhaps large, investors have become im- 
bued with a policy which would seem unorthodox to 
practically all well trained counsellors, in overlook- 
ing profitable opportunities to cash in when stock 
prices are soaring, or shift their holdings into more 
promising issues from time to time, it is timely to 
study the safest methods by which such a program 
might be implemented. It is impossible to go far in 
this direction without realizing how well wealth has 
been compounded by many concerns for their share- 
holders as a result of long term growth, quite irre- 
spective of lean or bright intervals or major fluctua- 
tions in prices for their shares. Conversely it is even 
easier to detect innumerable examples where mis- 
placed confidence in a concern’s potentials, along with 
stubborn refusal to part with its shares, have 
brought nothing but meager returns or serious dis- 
appointment. Additionally it is quite simple to look 
backwards and point out how much better off any 
and every stockholder would have been had he 
taken advantage of appreciation in price at odd 
times to bolster his income from dividends, provided 
his market sense was up to the mark at all times. 
But this is too much. to hope for. It is surprising 
what a wide price range has been the rule in nearly 
every year for even the bluest of the “blue chip” 
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issues of various types and descriptions. 

For investors convinced that once they have 
selected a concern to which they wish to entrust their 
funds for relatively steady income, or on the chance 
of sharing in their natural long term growth, it is 
wise to pick out those with proven ability to ride 
through hard times more rapidly or more easily than 
those in other fields. Even though a concern may 
have experienced red ink in dismal 1932 or 1938, 
this is of less importance than its skill in pulling out 
of unavoidable holes to resume its normal growth. 
And although, as pointed out earlier in our “discus- 
sion, there are a long string of concerns which have 
paid dividends for twenty “five or fifty years past, 
this fact alone does not accord their record future 
infallibility. Additionally, some of the best selections 
will be found in industries which traditionally suffer 
heavily during depression periods. Where concerns 
have proved to be the exception in such a group, the 
proven advantage is more than ever in their favor. 
Provided the initial investment has been based upon 
dependable research of every character, and the new 
holder has a warrantable desire to “stick by the 
ship” for a long time, he should arm himself against 
possible indecision when pessimism becomes enhanced 
by transient stock market declines or definite econom- 
ic slumps. In other words, our advice to special clients 
of this type would be sit tight and not lose confidence 
in the final outcome—regardless of paper profits or 
losses to take no action at all. 


A Few Examples 


To cite a few of many outstanding examples of 
individual industrial progress where unshaken faith 
in an investment has amply rewarded shareholders, 
we have appended a table covering their record for 
several decades past. Currently the economic status 
of the nation is similar in many respects to that fol- 
lowing War 1, when inflationary forces were at work. 
After the serious recession which followed, industry 
hit an unparalelled pace in developing mass produc- 
tion until checked by the record slump in the 1930s. 
For a decade thereafter, industry struggled slowly 
ahead under the impact of New Deal ‘philosophy 
until War II created an amazing burst of vitality. 
While the road ahead still has to be cleared of labor 
problems, all other factors point to an era of wide- 
spread expansion in manufacturing and trade over a 
long term. When the right time comes to buy prime 
stocks at favorable levels, the stage will be all set for 
confident investors to fill their boxes with shares of 
soundly chosen concerns especially deserving of pro- 
longed retention, if that be the fundamental require- 
ment. 


International Business Machines 


As an individual case in the current discussion, 
consider International Business Machines Corpora- 
tion. Back in 1920, two years after the termination 
of War I, this presently leading maker of electrical- 
ly operated equipment for business offices had out- 
standing slightly less than 200,000 shares of com- 
mon stock, priced around 50 at that time. Hence 100 


shares could have been acquired at a cost of about 
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$5000, and as the dividend rate during 1920 was $+ 
per share, income came to $400. Assuming that Rip 
van Ww inkle was the buyer and slept right through 
the years from 1920 until now, upon awakening he 
woe find himself, as we figure it, the possessor of 
approximately 840 shares worth close to $200 each, 
producing an annual income of $5,042. All of this 
without ve rk an accumulation of cash dividends 
which flowed in without a break for 26 years, in- 
creasing fairly ate adily to their present proportions. 
As it happens, there are probably a great many 
people alive who actually experienced Rip’s good 
fortune, through consistent allegiance to a sound 
and growing business enterprise. While history 
may not repeat itself during the years ahead, op- 
portunities for continued growth by this concern 
have by no means been exhausted, to put it mildly, 
and at least its strongly entrenched position favors 
prospects for earnings stability under almost any 
adverse conditions which may arise. The secret ac- 
countable for the long term improvement in both 
capital and income in this instance has been a long 
maintained policy to bolster generous cash distribu- 
tions to shareholders with more than occasional 
stock rividends. In sixteen different years, the man- 
agement has handed out to its investors stock divi- 
dends ranging from 2¢¢ to 20¢6¢, in late years 
amouting to about 59. By holding the cash divi- 
dend rate to an average around 6%, income by 
shareholders was compounded on their steadily in- 
creased stocks held. In other words, investors 
benefitted directly from undistributed earnings put 
to work for them by the company. 

Stock traders may scoff at investors in Interna- 
tional Business Machines Corp. in pointing to an- 
nual fluctuations in the price of its shares since 1920. 
«AAs a matter of fact, an average price range of about 
40 points per annum during 26 years certainly did 
create interesting speculative opportunities, had 
some wizard been smart enough to capitalize upon 
them. But in reviewing the gains achieved by the 
“sit and wait” investor, the chances are that the 
laugh would have been upon the most adroit specula- 
tor, while the conservative holder might have done 





Examples of Capital Accumulation Through 


| Selected Issues 





* For year indicated. 


Income 
Yeor from Income from | 
of 100 Original 100 Shares | 
} Issue Shares* In 1926 In 1946 
American Home Products.... ee Sean $160 $260 
Champion Paper & Fibre .... 1910—s2, 000 1,800 4,900 | 
GOGO oavsvisscescsecvecvissssccee 1920— 200 525 2,700 | 
Food Machinery a 1929— 150 : 442 
ea We War esctsoecasscsecsescece 1928— 100 : 360 } 
Hercules Powder .............. . 1913— 300 1,200 2,000 | 
Int'l Business Machines........ 1913— 300 1,050 5,052 | 
EE" © DAS aE See Aa ae 1920— 200 300 487 | 
National Lead ...................... 1893— 200 800 2,437 
i Pimer, Chorles ..................... 1925— 44 47 1,100 | 
| Pittsburgh Plate Glass ....... 1899— 500 1,800 1,920 } 
| Schenley Distillers .............. 1936— 375 a 526 
| BNO PRUE occcicesssnsisecsvecssies 1899— 250 700 1,250 
| United Merchants & Mfrs..... 1937— 50 ae 558 
| 




















worse for himself had he attempted to gauge interim 
market swings or even broader cyclical movements. 
At least his long term program proved highly satis- 
factory in this instance, as anyone would agree. 


Schenley Distillers 


Schenley Distillers presents another instance of 
how an obstinate shareholder would have gained 
rather spectacularly had he bought shares in this 
concern only thirteen years ago and held them until 
now, shutting his eyes competely to fluctuations in 
their price in the meanwhile. Undoubtedly many 
well informed investors have carried out just this 
program and none can regret their experience. 
When prohibition days came to an end in 1933, no 
great imagination was required to forsee an excep- 
tional growth for first class distillers. Schenley 
Products Co., formed in 1920, seized the opportuni- 
ty by exchanging its shares for those in the present 
Schenley Distillers Corporation. By degrees in fol- 
lowing years, many other old established makers of 
liquor, wines, barrels and other items, tending to ef- 
fect both diversification and integration, were 
brought into the family. As the gathering included 
in the final tally more than fifty units, many with 
well entrenched brands to supplement Schenley’s 
own broad offerings, sales rapidly expanded. 
Through economies due to concentrated manage- 
ment and sales efforts, profit margins tended to 
widen, so that in 1933 shareholders a per share divi- 
dend of $2.25 was paid, along with an extra of 
$1.50, plus 1 / 40 share of 514% preferred stock. 

At the outbreak of war, production of alcohol on 
a vast scale for the Government halted all produc- 
tion of new whiskey, but reserves of aged stock which 
could be blended with neutral spirits proved a valua- 
ble substitute. Despite price controls and heavy ex- 
cess profits taxes, the large volume produced excel- 
lent profits for Schenley, and now that normal con- 
ditions have returned this strong concern appears to 
have a bright future ahead. In the course of prog- 
ress, shareholders have received dividends in every 
year; meanwhile stock split-ups have occurred on 
three different occasions. As result of the latter, an 
original stockholder in 1933 now owns 5 5 / 7ths 
times as many shares as at first, each receiving divi- 
dends at the rate of $2 per annum, equal to $11.70 
on his primary holdings. This shows how patience 
and confidence is sometimes rewarded when an in- 
vestor makes a soundly predicated selection for his 
portfolio,—and hangs on to it. 


National Lead 


From an operational viewpoint, shareholders in 
National Lead Company have no occasion for worry 
in a single year since the beginning of the current 
century. This shows how deceptive fluctuations in 
share prices can sometimes be in reflecting the eco- 
nomic status or outlook for a concern, for caught in 
the downward current of the general stock market 
in 1932, National Lead shares (when their value 
was $100) sank to a level of 4314, later soaring to 
305 in 1936. Fact was that although net earnings of 


258 








the company dipped slightly at the bottom of the de- 
pression, it was necessary to draw only moderately 
upon cash reserves to pay a substantial dividend 
equal to $5 per share. For forty years in a row 
shareholders have never failed to get their dividend 
checks right on schedule. 

Not only stability has been a characteristic of Na- 
tional Lead, but consistent growth as well. Due to 
this latter factor, early shareholders who held their 
stock over a long period now enjoy a return upon 
their investment far above average. In 1927, com- 
mon stockholders received 50% extra in new shares, 
along with another 50% in the form of 6% class B. 
preferred. In 1936, again, a reduction in par value 
resulted in a tenfold increase in the number of com- 
mon shares held. Thus for every share held in 1927, 
fifteen common are now owned by old holders, plus 
Y% a share of Class B preferred. During 1944 and 
1945, including extras, $1 per share was paid in 
common dividends, equal to $15 on the original 
stock. As National Lead has grown to be the largest 
producer of lead, tin and zinc products in the world, 
and now plans to invade the paint industry on a 
large scale, its shareholders have sound hopes of 
benefiting further through long term increase in the 
company’s business. Perhaps they will find, as be- 
fore, that loyalty is a valuable asset, if based upon 
sound fundamentals. 

On an appended table we have listed about a dozen 
concerns which in the long run have done exception- 
ally well for their shareholders through growth and 
improved earning power. In restricting the number 
to relatively few, considerations of space were up- 
permost, for similarly good records could be cited 
for a very long list of leaders in the economy. In 
the long term growth of our industrial system in 
many a field, outstanding examples can be found of 
companies blessed with vision, courage and efficient 
management, to whom depressions meant little more 
than transient annoyances. In very few instances 
were competitive forces lacking, the sustaining ad- 
vantage consisting mainly of product merit, con- 
servative financial policies and markets which ex- 
panded with population growth. 

In the case listed of United Fruit, of course, 
major concentration upon popularizing bananas 
was the primary spur to its long and well maintained 
growth. But where others lacked the imagination 
required to start and foster a promising under- 
taking of this kind, United Fruit stepped in de- 
terminedly. That its operations during the years 
have expanded enormously to include large scale 
shipping and to entrench the company in the 
Caribbean area is no accident. : Now it is hard to 
visualize the advent of any economic conditions 
which for long could threaten United’s growth and 
stable earning potentials. Its shareholders have 
been liberally rewarded for their past confidence 
and should continus to sleep soundly at night. 

The fine record of Coca Cola has been established 
by skillful promotional activities over a long period 
of years, adherence to a low priced drink with al- 
most unlimited market potentials and cleverly de- 
vised distributing poli- (Continued on page 277) 
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6 Stocks With Long Dividend Records 





CORN PRODUCTS REFINING CO. 


IN MILLIONS OF DOLLARS eT 
\2 


BARS = NET SALES 





{00 


50 











[e) 0 
1938 1939 1940 1941 1942 1943 1944 1945 

NET PER SH.3,18 3,32 3.11 3.38 2.75 2.76 2.70 2.74 

DIV. PER SH. 3.00 300 3.00 3,00 2.80 260 260 2.60 








CORN PRODUCTS REFINING CO. 


BUSINESS: Company ranks as the leading producer in the economy 
as a refiner of corn, with main output consisting of syrup, starch, 
sugar, oil and with by-products creating valuable feed for cattle and 
chickens. Dozens of important industries look to the company for their 
supplies in this field, while many foreign subsidiaries operate abroad. 


OUTLOOK: For many years past, this strongly entrenched concern 
has established an exceptionally good record for earnings stability, 
regardless of general variations in business conditions undergone by 
other industries. In 1932, for example, net dipped to $2.77 per share, 
only to advance to $3.87 in the following year. Glancing back for a 
full period of 14 years, net earnings have had a narrow range from 
a high of $3.87 ‘per share in 1933 to a low of $2.52 in 1938, averaging 
close to $2.75 per share during four years ending at December 31, 
1945. While strikes and scarcity of corn caused a deficit of 14 cents 
per share in the first half of 1946, the bumper corn crop now enhances 
a bright near term outlook. Given normal conditions, the company 
should at least equal its traditionally stable record. Demand for 
CPR's numerous products is running strong, while working capital of 
more than $60 million makes for a better than comfortable financial 
status. 


DIVIDENDS: During twenty-six years past shareholders in this con- 
cern have never failed to receive a dividend. Even current upset con- 
ditions have not disturbed a rate of $2.60 paid since 1943. Prior to 
Hig year, as far back as 1930, the rate per share ranged from $2.90 
to $4.25. 


MARKET ACTION: At a recent price of around 70, these shares 
were near the top for 1946, low for the year having been 5814. Con- 
sidering general market conditions, the shares have exhibited relatively 
little volatility. 


COMPARATIVE BALANCE SHEET a ag 





Dec. 31, ec. 31, 
1941 1945 Change 
ASSETS (000 omitted) 
Cash $23,058 $11,990 —$11,068 
Marketable securities .................:c0-00+ 10,854 37,998 27,1 


Receivables, net 
Inventories, net 
E.P.T. Refund Bonds ......... 
TOTAL CURRENT ASSET 
Plant and equipment 

Less depreciation 
Net property 
Other assets 
TOTAL ASSETS 


LIABILITIES 


5,765 
7,025 
1,720 






































Accts, payable and accruals ................ 5,486 9,000 3,514 
Reserve for taxes 6,351 8,531 2,180 
TOTAL CURRENT LIABILITIES .............. 11,837 17,531 5,694 
Deferred liabilities  ...............ccessccccseeeee | ee 70 
Reserves 2,600 2,779 179 
Capital 87,780 87,556 224 
Surplus 9,848 11,512 1,664 
TRI CRATING: oscecsccacccesscceccoscsocces 112,135 119,378 7,243 
WORKING CAPITAL .............:cccccecsscseee 43,795 46,967 3,172 
Current Ratio 4.7 3.7 0 








UNION CARBIDE & CARBON CO. 


BARS = NET SALES IN MILLIONS OF DOLLARS LINE =NET INCOME 





600 50 
300 25 
0 ° 








1938 1939 1940 1941 1942 1943 1944 1945 
NET PERSH 2.77 386 455 453 
DIV.PERSH.200 2.00 2,55 3.00 


332 3.65 372 408 
300 300 300 3.00 





UNION CARBIDE & CARBON CORPORATION 


BUSINESS: Company ranks at or near the top as a producer of in- 
dustrial gases, such as calcium carbide, acetylene and oxygen, elec- 
trodes, carbons and batteries, not to mention refined alloying metals. 
Additionally, Prestone anti-freeze, Bakelite, wood alcohol and a broad 
line of basic chemicals for plastics and synthetic rubber contribute 
towards widespread diversification. Consolidated assets total over 
$400 million. 


OUTLOOK: Union Carbide's 20 or more important subsidiaries oper- 
ating in the United States, Canada and Norway, aided by sales offices 
all over the world serve markets which are represented by almost every 
industry one could name. Extensive facilities for research enable the 
company to keep well in the fore as the second largest chemical con- 
cern in the country. Many new items born of wartime research may in 
due course expand a consolidated volume which topped half a billion 
dollars in 1944. While sales for 1945 are not stated, net earnings last 
year came to $37.8 million, equal to $4.08 per share, practically the 
same as for the previous year. Despite troubles early in the current 
year, first six months net per share amounted to $2.66 cents against 
a relative $2.11 in 1945. Under normal conditions, net earnings should 
expand further, due to heavy demand for the company's numerous 
products, tax relief, and sizable additions to facilities. 


DIVIDENDS: As this business has produced substantial profits in every 
year since its inception in 1917, the company enjoys an unbroken 
record for dividend disbursements over the full term of its career. In 
fact shareholders have received more than $500 millions in dividends 
first and last, after allowance for large depreciation reserves. For a 
number of years past the annual rate has been steady at $3 per share. 


MARKET ACTION: Price range for 1946 has been high—1!25, low— 
88, with a recent level around 90. 


COMPARATIVE BALANCE SHEET ITEMS 
Dec. 31, Dec. 31, 
1 1945 















































941 Change 
ASSETS (000 omitted) 
Cash ’ $55,470 $104,059 +$48,589 
Marketable securities ..................::0000 12,585 35,886 + 23,301 
Receivables, net 36,127 42,219 + 6,092 
Inventories, net 61,487 80,067 18,580 
GENO CUPPORE GENCES 2... ccccccccccsccccccccccccce _ __acecseee 19,340 19,340 
TOTAL CURRENT ASSETS ..................... 165,669 281,571 115,902 
Plant and ipment 314,548 373,807 9,259 
Less depreciation 111,425 256,690 145,265 
Net property 203,123 117,317 — 86,006 
Other assets 28,970 29,390 t 42 
TOTAL ASSETS 397,762 428,078 30,316 
LIABILITIES 
Notes payable CS aE — 2,035 
Accts. payable and accruals .............. 25,642 28,957 Bi 3,315 
Reserve for taxes 49,171 63,755 14,584 
TOTAL CURRENT LIABILITIES ............ 76,848 92,712 + 15,864 
Deferred liabilities ....................ccccccseeee 1,095 1,625 a 530 
Long term debt 2648G 8 ——_ cxccccee — 26,400 
NN sia cacancccecnccceccniceqsesccceeshseucaccantouena___ emeeeaes 24,892 + 24,892 
Capital 192,880 Oe! __ 
Surplus 100,539 115,969 15,430 
(G6 AE xa 397,762 428.078 30,316 
WORKING CAPITAL. ...............-:cceccceeeeee 88,821 188,859 100,038 
Current Ratio 2.1 3.0 9 
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6 Stocks With Long Dividend Records 





SCOVILL MFG. CO. 


IN MILLIONS OF -DOLLARS 


BARS = NET SALES LINE = NET INCOME 





5 
100 
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3 
50 2 

1 








Le] 
1938 1939 1940 1941 1942 1943 1944 1945 
NET PERSH. 13 1.56 2.70 3.33 268 3.17 3.97 2.28 
Div. PER SH. .50 1.25 1.50 2.00 200 


2.00 200 1.50 








SCOVILLE MANUFACTURING COMPANY 


BUSINESS: Company continues on a greatly expanded scale an enter- 
prise started in 1805. More than 15,000 different items made of non- 
ferrous metals, for the most part, are included in its output. In addi- 
ion to dominant production of pins, metal buttons, compacts, gauges 
and food mixers, schedules include plumber's supplies, qlectric appli- 
ances and a broad range of mill products sold to other manufacturers. 
The business is of worldwide scope. 


OUTLOOK: Scoville's strongly entrenched trade position, along with 
its far-above-average diversification of output, have always provided 
its business with growth potentials, while at the same time tending 
to create some measure of relative stability. Peak sales of $108 mil- 
lion in 1943 compare with $20 million in 1934, relative per share net 
earnings in these two periods of $3.17 and 84 cents respectively re- 
maining fairly attuned to volume. Compacable figures for 1945 were 
sales—$86 million, and net per share—$2.28. While the basic char- 
acter of the business exposes it to cyclical influences, as evidenced 
by red ink during the depression year of 1932, rapid rebounds to 
satisfactory operations have been a predominant feature of operations. 
With every prospect that sales will continue far above prewar and 
with taxes decidedly lower, net earnings henceforth should display 
marked improvement. 


DIVIDENDS: An unbroken record of payments for 88 years past tells 
its own story. While the rate has been somewhat variable over the 
years, $2 per share was paid during the first four years of War Il, and 
$1.50 in 1945. In recent months, the quarterly rate has been restored 
to a 50 cents per share level. 


MARKET ACTION: A recent price of 32 compares with a peak of 
47 for 1945. In 1939 the range was high—38%, low—I8!/2, indicating 
considerable volatility. 


COMPARATIVE comes SHEET ITEMS 



















Dec ;" June 30, 

941 194 Change 
ASSETS (000 omitted) 
RoE aL ans ci pant sas Uc bmucalunbeiewctahor $2,310 $2,588 + $278 
Marketable securities ... ‘is 445 1,218 + 773 
Receivables, net ............. . 6,142 4,296 - 1,846 
SG REE A Ee 11,997 17,038 +- 5,041 
Oe. ee ae 181 + 181 
TOTAL CURRENT ASSETS .................... 20,894 25,321 + 4,427 
Plant and equipment nannies . 48,491 55,677 + 7,186 
SR eee 27,875 29,256 + 1,381 
og 7 aS Se ee 20,616 26,421 + 5,805 
ols eacovssetn cack chvashnaionsvnes 9,221 2,462 — 6,759 
oo | cir rs aera 50,731 54,204 + 3,473 
LIABILITIES 
Accts. paetee ane accruals .............. 2,172 3,410 + 1,238 
Reserve for taxes ...................... . 4,756(a) 5,215 + 459 
TOTAL CURRENT. LIABILITIES :928 ,625 + 1,697 
Lang Perm Obs ........ccccccrccrcsescere . 9,500 4,000 — 5,500 
Reserves ........... -_ 4,400 + 2,941 
ID eceseuks Sesbedpewasbsovebnccbuctnnstcneupacevenasens S| es 
Surplus 11,008 + 4,335 
TOTAL LIABILITIES 54,204 + 3,473 
WORKING CAPITAL .............. cece 13,966 16,696 + 2,730 
Current Ratio 3.0 2.9 — .!1 





(a) After $5 million U. S. Treas'y Notes. 


we 








MESTA MACHINE CO. 


IN MILLIONS OF DOLLARS 


BARS = NET SALES LINE = NET INCOME 











100 9 
4 
3 
50 

2 
1 
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1938 1939 1940 1941 1942 1943 1944 1945 

NET PER SH.2.91 2.72 3.08 3.61 289 276 2.96 3.15 


DIV. PER SH.3,00 |.50 


2.00 225 2874 250 2.50 2.50 








MESTA MACHINE COMPANY 


BUSINESS: Mesta is one of the two leading producers of heavy ma- 
chinery, equipment for steel mills, steel forgings and castings. The 
business, incorporated in 1898, originally was a consolidation of two 
older units. 


OUTLOOK: As a ranking specialist in its important field, company 
early established and held an enviable position which tended to 
stabilize operations in an industry generally considered highly sensitive 
to economic swings. During poor times, some of the large and affluent 
producers of steel and other durables often take advantage of lowered 
prices to expand and modernize their facilities. Mesta's high repute 
and technical skill during such periods have helped to sustain sales on 
a fairfy satisfactory basis, although earnings naturally have varied. 
Some of the largest continuous strip mills now in use have carried the 
Mesta label. During the last twelve years, net earninas have been co 
sistent in every period, ranging from a low of $1.45 per share to a 
peak of $4.67 in 1938. Despite Federal excess profits taxes of $34 
million in 1945, the company reported net earnings of $3.1 million 
equal to $3.15 per share. As Mesta had unfilled orders of about $25 
million eaity in 1946, tax relief and fairly harmonious labor relations 
should enhance prospects for wider profit margins when 1946 full 
results are being added up. 


DIVIDENDS: The uninterrupted dividend record of Mesta Machine 
dates back to 1914, in spite of seyeral severely depressive periods 
during this 32 year interval. Distribution policies of the company are 
liberal, as shown by an annual rate of $2.50 per share for a number 
of years past. 


MARKET ACTION: At a recent price of 41, these shares were only 
about a point above low mark for 1946, against a peak level for the 
year of 61!/. 


COMPARATIVE BALANCE SHEET ITEMS 
























ec. 31, Dec. 31, 

1941 19 Change 
ASSETS (000 omitted) 
Oo NE USERASSR Ses ot 0 a OO TR oT gee $2,526 $3,700 + 1,174 
Marketable securities ............ wore es 0 5,519 + 5,519 
Receivables, net ....... 5,036 4,476 560 
Inventories, net ......... re 3,806 1,826 1,980 
Other current assets ......... xs. ‘peepee 471 + 471 
TOTAL CURRENT ASSETS . 11,368 15,992 + 4,624 
Plant and equipment ........... 15,608 16,287 + 679 
Less depreciation ..... 5,535 6,826 + 1,291 
EOE BOLONIY, | sack cvecssussvesavcsssstervecvesssasssvess 10,073 9,461 632 
Other assets a 76 - 36 
WAPOA: (PRDOUD scscseccssscesenccscdencesersecessecs 21,517 25,493 + 3,976 
LIABILITIES 
Accts. payable and accruals 2,541 2,083 — 458 
Reserve for waar See . 3,768 5,585 + 1,817 
Current Reserves .................. 357 1,247 + 89 
TOTAL CURRENT. LIABILITIES . 6,666 8,915 + 2,249 
Reserves 23 33 + 95 
Capital “ 4,932 ae 
Surplus os 9,684 11,316 +¢ 1,632 
TOTAL Sl) | Bee eee 21,517 25,493 + 3,976 
WORKING CAPITAL .........0.00.0c eee 4,702 7,07 + 2,375 
Current Ratio : V7 1.8 + .3 
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6 Stocks With Long Dividend Records 














GARS 2NET SALES IN MILLIONS OF DOLLARS LINE = NET INCOME 
100 
2 
50 
1 
: i¢) 
1938. 1939 1940 1941 1942 1943 1944 1945 
NET PER SH. 99 133 1.20 1433 113) = =1.27) 404 1.29 
DIV. PER SH.1.00 1.00 {00 100 100 4,00 1,00 £00 





HAZEL-ATLAS GLASS COMPANY 


BUSINESS: Nearly fifty years of growth have pushed this aggressive 
concern close to the top among domestic producers of glass and 
metal containers, tableware also giving some degree of diversification. 
Everything from bottles to fruit jars is manufactured by modern high 
speed machinery. I! plants are operated. 

OUTLOOK: As the company is favored with large orders from the 
food industry, fluctuations in volume during periods of general de- 
pression are less in evidence than in other forms of enterprise. Profit 
margins and net earnings likewise are above-average stable over a 
long period of time. With all forms of food processors currently 
clamoring for containers and with orders coming in fast for many of 
the 1500 different items among the company's offerings, prospects for 
the near term are excellent. Raw material problems are lessened 
through ownership of sand beds in both Oklahoma and California, 
assuring abundant and cheap supplies for the strategically located 
manufacturing plants of the company. As indicative of stable earning 
power, net per share has varied from $4.68 at the depth of the de- 
pression to $8.01 in 1943, that is to say on the shares prior to a recent 
split-up of 5 for |. In 1945, $6.43 was reported for the old shares, 
equal to $1.28 on the present issue. For 12 months ended June 30, 
1946 earnings rose sharply to $10.62 per share, on a pre-split basis, 
or $2.12 on the current set up, with the June quarter showing largely 
accountable. 

DIVIDENDS: Company policies as to distributions have been liberal 
in every year since 1908. Based on the new shares, $1.20 per share 
was paid from 1938 through 1945. Thus far in 1946 an equivalent of 
$1.20 has been paid and the directors have just come through with a 
year end dividend of 65 cents per share. 


MARKET ACTION: A recent price of 32 compared with a 1946 high 
of 3434 and a low of 29/4, indicating a high measure of relative price 
stability. 
COMPARATIVE BALANCE SHEET ITEMS 
Dec. 31, ~ st, 














1941 945 Change 
ASSETS (000 omitted) 
Cash $1,149 $1,497 + $348 
Marketable securities ........c--.., 6,000 10,939 + 4,939 
Receivables, net ......... .. 3,480 3,068 — 412 
Inventories, net ......... 6,149 5,097 — 1,052 
RUNGE “CUREOME ORNMUE. ciccccccsccssinscscniciessis.” . sxaeeess 173 173 
TOTAL CURRENT ASSETS eedbvaniuss 16,778 20,774 + 3,996 
Plant and equipment ....... 18,484 19,827 + 1,343 
Less depreciation ...............0..00 9,476 12,310 + 2,834 
Net property ... 9,008 7,517 — 1,491 
Other assets ..... 1,350 243 — 1,107 
TOTAL ASSETS 27, 136 28,534 + 1,398 





LIABILITIES 














Accts. payable and accruals ................ 942 1,759 + 817 
Reserve for taxes ................-- 3,082(b) 14(a) — 3,068 
er current liabilities ........... eee Oe 133 + 113 
TOTAL CURRENT LIABILITIES .............. 4,024 1,886 — 2,138 
Reserves 2,275 efi 
Capital 10,860 a, hi 
Surplus _ ....... 9,977 13,513 + 3,536 
TOTAS. IEE seicniicasstcconenscacessndnnnes 27,136 28,534 + 1,398 
WORKING CAPITAL .............:..:cccccceeeee 12,754 18,888 + 6,134 
Current Ratio a + 6.8 





(a) After deducting $6,945,600 U. 'S. tax notes. 
(b) After deducting $150, 000 prepayment. 
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MORRELL (JOHN) & CO. 


BARS — NET SALES IN MILLIONS OF DOLLARS: LINE NET INCOME 
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1938 1939 1940 1941 1942 1943 1944 1945 
NET PER SH. 263 5.53 5.12 438 397 362 5.03 2.58 
DivV.PERSH. 60 2.50 275 2.75 {715 2.57 2.50 2.50 








JOHN MORRELL & COMPANY 


BUSINESS: This fifth largest among the nation's meat packers has 
won a reputation for product quality excelled by none, and its methods 
of operation have been the occasion of much favorable comment. 
Although the business originated in England in 1825, where a large 
business is still conducted, headquarters have been established in 
Ottumwa, lowa since 1877. Packing of pork products is the main ac- 
tivity, but sheep and cattle are also processed. And some diversifica- 
tion is afforded by vegetables, dairy products and "Redheart" dog 
food. 
OUTLOOK: In common with many other producers of foods, the 
business of Morrell has been profitable during periods when other 
forms of industry have experienced tough sledding. True, in 1937, 
earnings of this concern ran rather surprisingly into the red, despite a 
ten year sales peak of $89 million in that year. But in 1932, when sales 
were only $46 million, net profits were still fair. With the one ex- 
ception mentioned profits since 1929, at least, have been quite stable, 
averaging about $4.40 per share on 400,000 shares of one class stock. 
Despite an outstanding record for good labor relations, a strike ham- 
pered operations early in 1946 and along with all other packers 
Morrell experienced trouble with animal supplies and Federal restric- 
tions. But sales for the first three quarters of the company's current 
fiscal have topped $120 million, close to the relative level of the 
previous year. Although profit margins are narrow, net earnings for 
1946 should be satisfactory. 
DIVIDENDS: An exceptionally strong financial status and generally 
stable earnings have resulted in payment of dividends in every year 
since 1929. $1.40 per share was paid last year and 40 cents was the 
rate for the latest quarterly distribution in 1946. 
MARKET ACTION: Recent price—44 compared with high for 1946 
of 56 and low—42. 

COMPARATIVE BALANCE — ITEMS 






































Nov. Nov. 3 

1941 1945 Change 
ASSETS (000 omitted) 
I ecipsence ss csc ccs gacconesoevanindcceiundccateactuesoniee $3,318 $2,465 — $853 
Marketable securities Pe OL 3,631 + 3,631 
Receivables, net ......... 7,256 4,662 — 2,594 
Inventories, net ......... 11,985 9,865 — 2,120 
CRC a ae 522 + 522 
TOTAL CURRENT ASSETS eosdoaes 22,559 21,145 — 1,414 
Plant and equipment 24,065 24,744 + 679 
ROSS GORFOCIGNIOR ....<..ccscecccccesessccoscorenses 8,008 11,170 + 3,162 
Net property 16,057 13,574 — 2,483 
Other assets .. a 1,068 4,909 + 3,841 
TOTAL ASSETS ....... Rae renee One ee 39, 684 39, 628 — 56 
LIABILITIES 
Notes payable ieee ti‘ ei — 7,081 
Accts. payable and accruals 2,450 + 402 
Reserve for taxes 396 — 340 
Other current liabilities ........................ 186 + 36 
TOTAL CURRENT LIABILITIES sid 3,032 — 6,983 
Coe, OS eS | — 204 
Long term debt 10,000 5,300 
Reserves 1,057 41 
Capital 15,639 40. 
Surplus 9,900 + 1,011 
TOTAL PII cxsnsctcsicasnccecceconteusicice 39,628 oo 56 
WORKING CAPITAL. ...............:ccceeeeeeee0 be —_ 
Current Ratio 4.8 
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Still "In the Groove" 


On the basis of closing prices, 
the Dow-Jones industrial average 
has now held in approximately a 
12-point trading range for eleven 
weeks. T'he longer such interludes 
last, the more vigorous may the 
movement be on the break-out. 
Trading ranges are “wait and 
see” periods, reflecting investment 
and speculative indecision. More 
time is spent in them—in both 
bull and bear markets—than you 
probably imagine. This one is 
nowhere near a record in dura- 
tion. To cite only bear-market 
examples, there was a 13-week 
range, without new lows, in the 
summer of 1930; an 18-week 
range from late 1930 into the 
forepart of 1931; a 13-week 
range from late 1931 into early 
1932; and a range of about 17 
weeks from November. 1937, 


PROFIT 


through most of the winter of 
1938. All of those were broader 
ranges, in percentage, than the 
present one. Break-outs some- 
times are of limited significance, 
merely widening the previous 
range somewhat without inaugu- 
rating a sastained trend. Thus, 
there have been four new lows in 
the industrial average since Sep- 
tember 10, but they add up to an 
extension of the bear market by 
only about five points. If we get 
an upside break-out before the 
end of the year, do not take it 
for granted that the bear market 
is over. (Of course, there may be 
downside action instead; but as 
this is written the market has 
taken the coal strike with notable 
fortitude.) 


Selectivity 
The last two lows in the indus- 
trial average (closing prices) 


163.55 on 








Eastern Airlines 


INCREASES SHOWN IN RECENT EARNINGS REPORTS 





Exchange Buffet 





Food Machinery 








Goebel Brewing 
Island Creek Coal - 





Martin-Parry 


Kellogg (Spencer) & Sons...............c00: 





Pet Milk Co 








Walgreen 


Pond Creek Pocahontas..........00cc--sec--- 








1945 1945 | 
9 mos. Sept 30. $1.21 $ .57 
6 mos. Oct, 31 36 24 
9 mos. Sept. 30 5.30 4.88 
9 mos. Sept. 30 45 -30 
9 mos. Sept. 30 2:37 2.29 
Year Aug. 31 4.24 2.49 
Year Aug. 31 1.55 8} 
Sept. 30 Quarter 3.44 1.22 
9 mos. Sept. 30 2.09 1.19 
Year Sept. 30 2.64 2.20 
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were 164.90 on October 10 and 
November 22. The 
difference is insignificant. But 
between those two dates there 
were net declines of 10% to more 
than 20% in such stocks as Amer- 
ican Airlines, Eastern Air Lines, 
Allied Stores, Marshall Field, 
Lerner Stores, Goodrich, Schen- 
ley and Djistillers Corp.-Sea- 
grams. Many more could be cited. 
Generally speaking, recent sell- 
ing has been heaviest in the more 
speculative stocks and/or in 
stocks which had risen most sen- 
sationally in the bull market. 
Such stocks would naturally come 
in for particularly heavy tax sell- 
ing, as compared with stocks hav- 
ing an “investment flavor.” lor 
instance, between the two dates 
referred to, there were net gains 
in such stocks as American Gas 
& Electric, American Home Prod- 
ucts, American Tobacco “B,” 
C. & O., Commonwealth Edison, 
General Foods, Liggett & Myers 
and a number of others of similar 
“class.” A good setting for a 
vigorous year-end rally would be 
provided by (1) settlement of the 
coal strike on acceptable terms 
(meaning more of a victory for 
the Government than for John L. 
Lewis) and (2) the abatement of 
tax selling. The sharpest per- 


centage gains in such a rally 
would be in speculative stocks re- 
cently under heavy pressure, not 
in the “quality 


»? Issues. 
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Coppers 


When Kennecott Copper was 
at its bull-market high of 6014, 
copper was under a ceiling price 
of 12 cents a pound, plus sub- 
sidies for high-cost metal. Now 
with a free market restored, cop- 
per has soared to 191% cents a 
pound, the highest price in many 
years. But Kennecott is now 
priced around 46, not greatly 
above its low to date in the bear 
market; while Phelps-Dodge is 
around 38, against bull-market 
high of 48. These two are the 
best-situated domestic producers, 


although Kennecott is not ex- 
clusively domestic. With the 
metal at 1914 cents, both can 


make beautiful profits per share 
~-as long as demand remains at 
the present good levels. It is 
obvious that the market has some 
doubts about the permanence of 
the high demand, or the high 
price or both. Otherwise, the 
leading copper stocks would be 
at far higher market prices. At 
that, they should be among the 
leading issues if and when we get 
an intermediate recovery. Few, 
if any companies, are sure of 
such “exciting” profit improve- 
ment at least over the medium- 
term. (For further details, see 
“What About Non- Ferrous 
Metals—Now?” in this issue.) 


Exceptions 


For special reasons which can 
rarely be foreseen, a few stocks 
refuse to “recognize” a bear mar- 
ket—at least, they stand up 
through the first phase. In re- 
cent weeks the following equities 
have either made new bull-mar- 
ket highs or virtually dupneated 





their previous highs: Brewing 
Corp., Melville Shoe, Bayuk 
Cigars, Bower Roller Bearing, 
Ohio Edison, Federal Mogul, 


Corn Products and Lion Oil. 
Labor Costs 


This column does not know 
how the coal strike will be set- 
tled, but will guess that the 
miners will get at least some boost 
in wages. So will a good many 
other unions. Anyone who thinks 
that “labor trouble” is temporary 
or will be entirely cured by the 
coming legislation is foolish. The 


DECEMBER 7, 1946 


labor angle should be carefully 
considered in weighing an invest- 
ment decision to buy, or sell, any 
stock. Other things being any- 
where near equal, rising wage 
costs are the least threat in in- 
dustries where wage costs equal 
a small percentage of gross rev- 
enue and where operating mar- 
gins are wide. Over the long pull, 
they can also be better absorbed by 
growth industries than by others. 
Some industries meet one of the 
conditions cited. Few meet all 
three of them. Industries with 
lowest wage costs, relative to 
sales, include flour milling, dairy 


products, soap, vegetable oils, 
cigarettes, petroleum products, 


paints, and drugs and_ proprie- 
tary products. 


One of the Best 


Speaking of labor costs, there 
is a great deal to be said for well- 
situated manufacturers of drugs 
and/or proprietary products. 
They meet the three requirements 
cited in the preceding item. 
Wages equal less than 10% of 
dollar sales, and are as little as 
5% in Operating 
margins are wide, often as much 
as 20% to 30%. Long term 
growth prospects, especially in 
ethical drugs, are good. Repeal 
of the excess profits tax has per- 
mitted a huge rise in earnings 
this year. Sales are not believed 
to be abnormally inflated, in re- 
lation to national income. The 
business is normally stable. Thus. 
most companies in this field 
earned either a little more, or 
only slightly less, in the depres- 
sion year 1938 than in the boom 
year 1937. Our inference is that 
it would probably take a severe 


some Cases. 


depression to hit them; and that 
the predicted moderate recession 
somewhere in coming months 
should leave them virtually un- 
touched. Because of the high 
level of profits and the decline in 
the market, these stocks are now 
priced on more reasonable price- 
earnings ratios, and a higher cur- 
rent-yield basis, than in a long 
time. Investment purchases of 
stocks like Abbott Laboratories, 
American Home Products, 
Merck, Parke Davis; Squibb, 
Mead Johnson, Bristol - Myers 
and Sterling Drug are well worth 
considering in any further peri- 
ods of market weakness. 


Building 


We have said before that the 
corrective adjustment in building 
is likely to consist mainly of the 
elimination of black market prices 
and the contraction in present 
swollen gross margins of contrac- 
tors. In this connection, you may 
be interested to know that in the 
much talked about depression 
year 1921 the physical volume 
of residential building was high- 
er than in 1919 or 1920—prov- 
ing that, within limits, an acute 
shortage of housing is a more in- 
fluential factor than changes in 
national income. The more we 
think it over in this department, 
the more we feel that building in 
1947, in both volume and dollar 
figures, is likely to compare fa- 
vorably with 1946; and that 
prices received by materials man- 
ufacturers, unlike those of deal- 
ers, are unlikely to come down 
much, if any. In this view, well- 
situated building should 

(Please turn to page 276) 
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| DECLINES SHOWN IN RECENT EARNINGS REPORTS 
| 1946 1945 | 
| Chicago Yellow Cab 9 mos. Sept. 30 $ .54 $ .95 
| Dana Corp. Year Aug. 31 71 3.74 
| Electric Auto Lite .ccssccccsssecccsseeessns+s+*sneee 9 mes. Sept. 30 1.50 3.38 | 
General Railway Signal 9 mos. Sept. 30 .02 2.28 | 
Louisville & Nashville R. R................000+ 9 mos. Sept. 30 3.21 6.55 | 
Magma Copper 9 mos. Sept. 30 62 96 | 
Noranda Mines 9 mos. Sept. 30 2.27 3.06 
Pullman, Inc. 9 mos. Sept. 30 58 3.26 | 
Thompson Products 9 mos. Sept. 30 1.05 3.39 | 
MEG Ailes Ciao aac cic ccsccetcnartenes 9 mos. Sept. 30 1.21 2.48 | 
- ee 
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Opportunities... 





for Income and Price Appreciation 


IN BONDS 
And PREFERRED STOCKS 


By JACKSON D. NORWOOD 


HE MacGazinE OF WALL StrREET’s Index of Bond 
Prices showed the following changes for the 
period indicated : 


On On 
Nov. 16 Nov. 23 
40 Domestic Corporates 116.6 115.8 — 8 
10 High Grade Rails 111.7 111.5 — 2 
10 Second Grade Rails 254.1 248.2. —5.9 


10 High Grade Utilities 98.7 98.7 — 


10 High Grade Industrials 999 99.3 — 6 
10 Foreign Governments 131.6 131.2 — .4 


With the exception of high grade utility bonds, 
which remained steady at the former week’s level, 
all four of the other classifications tended to 
develop price weakness during the period under re- 
view. Thus for several weeks in a row, all classes of 
bonds except the utilities have reflected current in- 


fluences arising from the threat of further interrup- 
tions to industrial progress, stemming mainly from 
the coal strike. And back of this major disturbing 
factor, still remains the uncertainty over the status 
of the economy in 1947, when over-all production 
catches up with consumer demand, granted that un- 
der the most favorable circumstances no secondary 
chain of work stoppages crops up to hamstring in- 
dustrial operations. 

In view of everything, it is not surprising that 
managements of large investment funds have 
adopted a cautious attitude in bidding for issues of 
undoubted merit, and especially for those with some 
speculative appeal. Until the air clears up, some fur- 
ther softness in prices may continue to be the rule, 
as pointed out repeatedly by this magazine. One ex- 
ception, of course, may be the better grade utility 

bonds, for earnings in this relatively 
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shock proof industry are expanding 
encouragingly, and under any and all 
circumstances are unlikely to recede 
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10 SECOND GRADE RAILS 


300 aos ° 
sufficiently to dethrone these issues 


from their present pinnacle position. 
Potentials for the rails, however, are 
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decidedly different, because traffic in 
hauling coal is a very important prop 
of revenues for many of the roads, 
quite aside from the impact of declin- 
ing freight traffic if industry on a 
broad scale should be forced to curtail 
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10 HIGH GRADE RAILS Vey ™on 


operations. Coming as it does, at the 
end of a generally discouraging year 
220 
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10 HIGH GRADE INDUSTRIALS 


for most of the railroads, during which 
the ICC has failed to permit a rate 
rise adequate to offset a tremendous 
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SCALE FOR INDEXES EXCEPT 10 SECOND GRADE RAILS 
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advance in operating costs, the walk- 
out of the miners has naturally dis- 
turbed the minds of holders of rail 
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SCALE AT RIGHT 


securities. A decline of nearly 6 points 
in our index for second grade rails, ac- 
cordingly, should occasion no great 
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surprise. In the opinion of our Magazine, the bottom 
for all but a few really top notch classes of securities 
has yet to be reached, suggesting the advisability of 
waiting until they get into a possibly better buying 
range. 

On the heels of the election, some sizable issues 
of State and Local Municipals have either been sold 
or are approaching the bidding stage. As we pre- 
dicted some time ago, the increased supply of these 
prime investment issues, offered largely to provide 
funds for soldier bonuses and public improvements, 
has tended to create some signs of weakness in their 
general market. On the average it is reported that 
prices for municipals have declined about 2 points, 
compared with the level of not so long ago. 

The New-Issues market, despite all current un- 
certainties, is showing indications of an improvement 
in volume. Indicative of this has been the recent is- 
sues of Bethlehem and Crucible bonds, and the 
offering of General Motors preferred. It is clear 
that if sound issues of 


corresponding technical benefit to the preferred. 
Outstanding are only about 48,000 shares of this in- 
teresting senior stock. 


CRUCIBLE STEEL COMPANY OF AMERICA, 5% cu 

mulative convertible preferred stock in declining to 
a recent price level around 95, compared with a high 
for the year of 11514, has attracted considerable 
comment of late. At its peak 1946 price, of course, 
this senior stock reflected speculative interest in the 
common, then selling a fraction above 54, for the 
preferred at any time may be exchanged for two 
shares of the equity issue. Apparently bidders for 
the preferred then considered a premium of 7 points 
satisfactory for a long term call upon the junior 
shares. In line with the general stock market slump, 
Crucible common declined percentage wise very sub- 
stantially, and on the heels of an announcement that 
its dividend is to be passed, is hovering close to 30. 
On this basis, the conversion privilege has become 
uninteresting, for the 








this character are priced 
in line with current con- 
ditions, plenty of in- 
vestment funds can be 
found to absorb them. 
True, a wave of with- 


Bonds: 


Suggestions for Current Investment Funds 


Amer. & For. Pwr. Deb. 5's, 2030........ 
Boston & Albany R.R. Term. Imp. 4!/4's,'78 95 105 4.5 


time being at least. But 
at 95, the preferred now 
yields about 5.3%, if 
considered on a purely 
investment basis. Strikes 
during the first half of 


Recent Call Current 
Price Price Yield 


. $106 $1072 4.7% 


ee, x Missouri, Kan. & Tex. Ry. Ist 4's, '90..... 89 N.C. 4.5 O46 she ‘rucible 
drawals of intended of- N. Pacific Ref. & Imp. 5's, C, 2047... 100 105* 5.0 1946 pushed Crucible 
ferings has appeared of Pittsburgh & W. Va. Ist 4!/2's, 1958-60.. 89 102 5.1 net earnings into the 
late, highlighted by the || Southern Pacific Deb. 4!/2's, 198! . Ol 10 4.4 red, but under normal 


decision of Westing- 


house Electric to wait a Preferred Stocks: 


Texas & Pacific Ry. Gen. &Ref. 37%, '85.. 100 105! 3.9 


conditions for a decade 
past the company has 





more promising market Assoc. Dry Goods $7 2nd Pfd.................. $134 N.C. 5.2% shown ability to earn 
» te Baldwin Locomotive $2.10 Pfd.............. 41 $40 5.1 i PS TG 
= _ — mere Barker Bros. 41/,% ($50 Par) Pid... 51 5 4.4 more than three times its 
Sut a concern 1s Curtis Publishing $4 Prior Pfd.................. 69 75 5.8 preferred dividend re- 
expected to come out General Cigar 7% Cum. Pfd.......0.00.0..... 163 N.C. 4.3 ES Noanite 
“os int lone with a new Goodyear Tire & Rub. $5 Cum. Cv. Pfd. 106 110** 4.7 | A ramp , | uae 
5 ji Lipton (Thos.) 6% Cum. Pfd. (Par $25) 31 30 4.8 | the uncer! tain outloo 
batch of preferred. oe . : E. 5!/.% Cum. Ist Pfd. = : | ahead, it would seem 
ROR NN 8 oat vcs on son ts Venueromeretecuiateans 7 ee. 7 aoe sd ate Ge 
GREYHOUND COR- Stokeley-Van Camp $1 Prior Pfd............... 21% 21 4.5 as ise to sell this senior 
P N: 41/ of Union Pacific 4% Non-Cum. Pfd.......... 107 NC. 3.7 jf Issue at current levels, 
ORATION: 41/4 yo Cu- Virginian Rwy. 6% Cum.:Pfd. (Par $25) 39 N.C. 3.9 although perhaps the 


mulative preferred stock, 
currently selling around 
104, to yield just over 


N.C.—Not Callable. 





*Not prior to July |, 1952. 
**To 10/1/46; thereafter at 105. 


price may go lower if 
the general market be- 











comes still softer. Ap- 





4%, appears to have 
fundamentals which warrant consideration by con- 
servative investors, especially if for some reason a 
more favorable buying opportunity should crop up. 
Company owns a sizable interest in 39 intercity bus 
lines operating in 44 States and 7 Canadian Provy- 
inces. Growth of this enterprise has been quite 
consistent for some ten years past if not longer. 
Mileage operated has increased without a break in 
every year since 1933, with no signs of a let up in 
sight. By the addition of fast modern coaches, carry- 
ing passengers at a rate of about $1.61 per mile, 
competition from the railroads should not be overly 
bothersome. Net earnings have trended rather steadi- 
ly upward over a long term, and during 1944 and 
1945 averaged about $200 per share applicable to 
the preferred. For 1946 it looks as if the showing 
would have a decidedly wider margin. Late in 1944, 
Greyhound issued $10 million 3% 15 year deben- 
tures, half of which it is now about to retire, with 
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pearance of really good 
news, on the other hand, would likely bring an up- 
trend in its price, if based only upon considerations 
of yield. 


BETHLEHEM STEEL CORPORATION: Consolidated 
Mortgage Thirty Year Sinking Fund 234 % Bonds, 
Series J, due November 15, 1976, of which $50 million 
have just been offered by a strong banking syndicate 
at par and interest, indicate two significant factors. 
In the first place, fact that high grade industrial 
bonds can attract investment funds at less than 3% 
for as long a period as 30 years, points to continued 
expectations that nothing but relatively low interest 
rates are in sight for a long time to come. Secondly, 
net proceeds from the sale of this bond issue will be 
used for expansion of Bethlehem’s facilities, unless 
conditions arise during the medium term to make 
such a step inadvisable. The company has definite 
plans prepared to (Please turn to page 273) 
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The Personal Service Department of THe Macazing or Wai Street will 
answer by mail or telegram. a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 


of your broker. 


This service in conjunction with your subscription should 


represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


1. Give all necessary facts, but be brief. 


~ 


addressed envelope. 


envelope. 


of. Ww 


. Confine your requests to three listed securities at reasonable intervals 
- No inquiry will be answered which does not enclose stamped, self- 


No inquiry will be answered which is mailed in our postpaid reply 


Special rates upon request for those requiring additional] service. 





American Woolen Co. 


As a subscriber to your magazine, what 
would be your advice to me, who am in a 
position to take “a businessman’s risk,” 
to buy or not to buy 100 shares of Amer- 
ican Woolen, common, prior to its selling 
ex-dividend the currently declared $12.00 
dividend? 

What is the outlook for the stock, price- 
wise, just after it sells ex-dividend? 
Would you advise my continuing to hold 
100 shares now held, purchased at 531% 
until after ex-dividend date or getting out 


before said date, December 3rd? A stamp 


ed, self-addressed enve lope is enclosed for 
your re ply. 


R.S., Jacksonville, F 


American Woolen Co.’s earn- 
ings this year are sensationally 
good and 1947 prospects are fav- 
orable also, though earnings will 
probably not be as good as dur 
ing the current year. But let us 
look at the long term record. 
American Woolen Co. reported 
very good earnings during World 
War I and the short boom that 
followed but, during the long in 
terval between the two World 
Wars, the company reported de- 
ficits year after year and there 
were large arrears on the pre- 
ferred—which at present amount 
to $58.50 a share and which are 
just being cleared up as of De- 
cember. 2. No dividends were 
paid on the common stock from 
1925 to 1945. Earnings for the 
9 months of current year to 
September 30, 1946 amounted to 
$36.05 a common share compared 
with $6.76 in the corresponding 
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period of 1945. Initial dividend 
of $12.00 is payable December 
24, 1946 to stockholders of rec- 
cord December 5. 

The new $4.00 preferred stock 
offered in exchange for the non- 
callable 7% preferred is converti- 
ble into common on the basis of 2 
common shares for each prefer- 
ence share. Financial condition 
of company is strong. 

We do not think it advisable to 
purchase a_ stock on earnings 
which are short-lived but believe 
an investor should take a long 
viewpoint. In normal 
peacetimes the woolen industry is 
plagued by an over-productive 
capacity and intense competition 
which results in narrow profit 
margins. New wage demands on 
the woolen and worsted industry 
are expected to be made in con- 
nection with the reopening of 
contracts next February. 

We recommend temporary re- 
tention of your 100 shares of 
common stock but, on any sharp 
advance in the near future, we 
recommend sale as the long term 
outlook for this company does 
not appear favorable. We do not 
advise additional commitments in 
this stock for the same reason. 


range 


Widow Seeks Counsel 


Four months ago T was left a widow, am 
39 and have a boy 31% years old. 1 have 
$5,000. which is about one-quarter of my 
capital to invest. Would you please advise 


me what stock or stocks to invest it in as 
a good income investment, also some good 
speculative stocks. 

I had 20 shares of American Safety 
Razor bought at 14 and sold at 65. Now 
it has split and is around \7. Do you think 
that would be a wise buy? Would you 
advise to buy now or hold off a while 
longer? 

1 appreciate the valuable articles in 
your magazine and hope this letter will be 
answered soon. 

G. R., Chester, Pa. 


We are sorry to hear of your 
bereavement and hasten to ex- 
tend our condolence. 

We have given careful con 
sideration to your problem and 
realize how important it is for you 
to receive a good income and your 
natural desire for capital en 
hancement. 

In view of general market un 
certainties at this time, we advise 
deferring new commitments until 
the market reaches a lower level 
and stabilizes. We suggest you 
be guided on market outlook by 
the articles appearing regularly 
in our magazine by A. T. Miller 
and, when he indicates that a 
buying zone has been reached. 
then we will present some securi 
ties with above average attrac 
tion. It will be best for you to 
confine your purchases to sound, 
dividend paying equities with 
continued growth prospects, 


2 
rather than speculative issues. 
The near term outlook for 


American Safety Razor continues 
highly promising, as 1946 earn 
ings anay approximate $3.00 a 
share. 75¢ in dividends have been 
paid thus far this year compared 
with 50¢ for all of 1945. The 
stock conservatively 
valued in relation to near term 
earnings; however, the safety 
‘razor and allied fields will soon 
return to a highly competitive 


appears 


position with resulting narrowing 


of profit margins. The stock is 
too speculative for long term in- 
vestment for a widow. 

(Please turn to page 283) 
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With all eyes turned upon Washington in hopes for a speedy settlement of the 
coal strike, managements in nearly every major industry are being forced to take 
prompt action on the chance that almost over night their supplies of fuel may reach 
the vanishing point. 


If the nation is to survive, claims Chairman Irving S$. Olds of the United 
States Steel Corporation, law and order must be on a plane where no one man or group 
can indefinitely paralyze the business activities of the country. Operations in his 
company's mills have been materially curtailed already and without coal could soon 
come to a virtual standstill. 








Among other large steel producers hard hit are Bethlehem Steel, with 50 of 


its open hearths shut down, Carnegie Steel with 33 closed, Republic with 13 in the 
same fix as to blast furnaces, and so on right down the line. It is estimated that 
nearly 100,000 workers have been laid off in the steel industry thus far, and of 


course the number will expand speedily until the picture changes. 


And as for the automobile industry, if steel supplies shrink as they did during 
the spring .coal and steel strikes, current inventories would suffice to continue 
operations on even a modest scale for very long. So catastrophic and widespread, 
however, are potentials oe from stoppige of coal production that optimists 






expect the strike to fall of its own weight, a feeling shared by most thinking people. 
Confidence in this premise is heightened by the recent prompt absory y 
investors of the record breaking offering of $100 million ‘ral Motors Corporation 
3 3/4% preferred stock at par. king ahead after a bri iterval for ad t ts 
in the economy, majority opinion expects a period of excellent business in store for 


the nation. 


Chrysler Corporation is the latest competitor in its field to announce a 








price advance for its cars. To widen profit margins more nearly attuned to current 
“a Re price boosts ranging from $8 on a Plymouth four—door sedan up to $104 on the 
Chrysler New Yorker will be put into effect immediately. 
In the opinion of William Rados of Schenley Distillers Corporation, return of 
buyers market will cause industry to hire and train 5 million additional sales 


a 

in order to keep abreast with the competition in sigt 
to recruit this army unless unemployment expands subs 
And not every job seeker would fill the bill. 


Although a backlog in orders of $229 million on October 1 was the largest in 
the long experience of Pullman, Inc., reports D. A. Crawford, president, net income 
for nine months came to only 58 cents per Share, against $2.26 in the relative 1945 
period. This shows what mounting costs of labor and materials plus serious short 
ages can do to net earnings of a strong concern, in the absence of freedom to set 
its own prices. 
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Following announcement of the dissolution of the joint tractor business long 
conducted by the Ford—Ferguson interest, Mr. Henry Ford 2nd says that Ford Motor Co. 
plans a new company to build and distribute not only tractors but other farm imple-— 
ments and machinery as well. Distributors and dealers will be appointed throughout 
the country. 











Herbert H. Schnell, chairman of a special National Association of Manufac-— 
turers' committee, reports that between 1929 and 1937 more than 42% of world trade 
was controlled by cartels or combines. Such an inimical threat to competitive en— 
terprise, he believes, tends to foster Government controls and even nationalization 
of industry. 


















Sharp increases in electric energy consumption in certain States since the 
outbreak of war is cited as evidence of expanding industrial decentralization, ac— 
cording to the Federal Power Commission. In the tally, Arkansas leads with a gain 
of 377.6%, followed by Washington with 235.2%, Oregon and Alabama tied with 159.9% 
and Texas a close next with 159.7%. Five other States report gains of over 100%. 

































At a recent meeting of the Tanners' Council of America, members received 
strong advice not to expand their inventories just because of a marked improvement 
in the supply of hides, although not many tanners have more than a four weeks supply 
on hand. Caution that consumer resistance may soften prices in coming months was the VA 
basis for the advice, heartedly endorsed. 





On the first day when the New York Telephone Company established its new 
radio—telephone service for automobiles, more than 100 calls are reported to have 
been put through. The first call was from a car in Times Square, from which the owner 
conversed with his branch office in Paris. Another talked with a friend in California. 








Aggressive Chesapeake & Ohio R. R. is right up to date with its plans to 4 
modernize this industry. In January, travelers on this road, the Pere Marquette 
and Nickel Plate will be able to telephone for a reservation for either Pullman or 
coach seats, step directly upon the train and pay the conductor for the ticket. No 
more waiting in line at a ticket office. INTR 











Confirmation by the Supreme Court that "death sentences" imposed upon certain f ; 
holding companies in the Public Utility Industry are entirely legal at least settles Btn 
once and for all this long controversial subject. The decision involves American hee 
Power & Light Co. and Electric Power & Light Corporation, both subsidiaries of ete, 
Electric Bond & Share. ' 








Development of detergent or synthetic soaps is likely to cause major changes 
in consumer preferences within the next few years, predicts Robert P. Russell, presi- \pp 
dent of Standard Qil Development Co. Before very long, he predicts, at least 25% of Proj 
all soaps used will be made from oil or natural gas. The big soap makers already are f ‘'" 
on the market with detergents of this kind. 








Radio Corporation of America has ground for believing that production of 
television sets in 1947 will top all previous estimates. Optimism stems from results J ;,.” 
obtained during the company's first week of promotional campaign. RCA is training Reay 
2500 special salesmen to demonstrate the equipment in retail stores. “a 





Potentials for the Rubber Industry are enhanced by a new edict announced by Rese 
CPA in Washington. For the first time since 1942, manufacturers of automobiles may 
now sell cars equipped with a spare tire and tube, thus perhaps raising sales for 
standard equipment by the rubber concerns by 20%. Ross 
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Ti. will find this important new book especially designed to serve vou at this time in 
clarifying the cross currents in the major investment evcle row developing. It analyzes and 
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aaOe evaluates clearly and simply new political, economic and financial forces shaping uy 
Aa. in the world today emphasizing their effect om our economy and industries .. . hoiw they 
/] r\ will affect you as a businessman and investor. 
Alert to the changing conditions ... and their investment implications ... Mr. Durand. distinguished 
z analyst. deals with the means and avenues for advantageous employment of investment funds . . . of venture 
capital soundly placed .. . and presents strategic portfolios to help you adjust and maintain a sound and 
Op I J I 


continuing profitable position. 


No 
INTRODUCTION — The World Today nee s Margin Requirements: Outlook in Money Market. 


niernational Aspects ... U.S. World Position . . . Economic Explaining Market Cycle ... Timing Buying as Major Turn 
tain wd Political Struggle of Democracy vs. Totalitarianism .. . Develops . . . Choosing Peaks to Sell on Intermediate Rallies 
Middle-of-Road Modification of Free Enterprise. Advantages and Fallacies in Use of Charts . . . Detecting 
tles Industry and Trade... At Home and Abroad ... Our In- Turning Points. 
creased Industrial Productivity . . . Industrialization of = ous ; 1 
3 Backward Nations ... Bi-Metallism .. . Tariff. sm ea PART IV a Strategic Investment Plans for 1947 
et... . Deflationary vs. Inflationary Factors . . . Budget Keeping the proper balance between cash and securities 


* “1: mer on 5 i , > » S irkineg i <tme si- 
National Debt; Military Appropriations. Taxation. with mete method of bulwarking SOS aaScoine 
7 tion under varying conditions. Ways and means to recoup 


PA'.T |—Where Various Industries Stand in Our losses and secure profits 
nges Modern Economy ; The Best Method for Averaging on Sound Issues Pur 
asi Appraises Position and Outlook for Mature. Stable. Growth '* chased at Higher Levels . . . Marking Down Process 
and Embryonic Industries; ... Pyramiding Theory and Practice: 
of Projects Effects of Politics on Industry . . . Extent of Gov- 5) When to Take Profits to Reduce Original Costs on 
are ernment Control Likely . . . Anti-Trust Legislation . . . ~* Stocks Purchased for Investment Appreciation: 
Where Possible Nationalization. > When and How to Accumulate Cvelical and Growth 
: "* Issues for Long Term Capital Building; 
PART 1[-—Yardsticks for Investment Under To- a Ways to Select Issues for | ature Contato Died 
day’s Conditions ‘ Profits ... Use of Puts and Calls; 
ults Selecting Companies for Investment .. . for Profit... 5 W hen to Buy Top-Grade Issues for Capital Building 
for Capital Building . . . in New Major Cycle: with Above Average Income Return. 
nN Reappraising Varving Trends for Individual Companies .. . Am? , . AY . 
6 1 hts Favorably Situated lg “site , i "WellEn. PART V —~sraeen $25 he aay For 
trenched vs. Newcomers: ’ ; ’ ’ ’ 
Sifting Companies from Standpoints of Working Capital... A—For Income and Safety . . . for maintaining incom 
by Reserves ... Competitive Strength . .. Regional Shifts ... for those retired. professional men, for widows 
may Cost-Ratios . .. Record Management . . . Dividend Policies. ao] or High Yield _ Profit . . . for those able to take 
a - husinessman’s risk. 
r PART \1-—Basic Market Pattern for 1947 C—lKor Speculative Profit . . . for building capital with 
Fundamental and Technical Factors Operative in Today's special emphasis on low-priced stocks. 
Security Markets . . . Prospective Government Regulation For Venture Capital . . . where moderate sum can be 


. Trend in Capital Gains Tax .. . Affects of Changes in set aside for issues with expansion possibilities. 
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> Friends, y? 


T this Yuletide . . . in the midst of epoch-making changes with new horizons beckoning the 
well-informed . . . give the priceless gift of knowledge and counsel that point the way toward 
the better understanding that means greater stability and security. 





More significant than ever in its keen perception of developing trends, its forthright dependability, its 
sound common-sense, no Christmas gift you can give this year will be more eratefully received and ap- 
preciated than The Magazine of W all Street. It will unfold for the recipient “the drama of the swiltly- 
paced industrial and economic world in which we live . . . it will express your interest in his welfare 
... and 26 times during the year he will be reminded of your thoughtfulness. He will turn to The Maga- 
zine of Wall Street with interest at first... then with eagerness . . . because he will find it profitable and 
good ... and because he will gain an understanding of domestic and international affairs which he never 
believed he could acquire so easily. 


Give She I lagazine of Vall Street PO .-s- 


Ww . 


Your Business Associates and Friends — who Your Womenfolk — because it will assist them 
will appreciate having at their disposal a source in acquiring the background and perspective 
which so reliably weighs and interpre © the un- they need today and tomorrow—to safeguard 
precedented forces shaving industri. ind in- the financial security you have built for them. 


vestment trends. It will form a bond of interest 


. . Yourself — because each issue deals in a most 

ak Penney ‘yqet Sasthees seletiens. practical way with today’s vital problems re- 
Your Executives and Employees — to help them garding your business and your investments 
broaden their viewpoint, stimulate their in- .. . and particularly since it is the most de- 
terest in the important industrial and economic pendable guide you can get, regardless of price. 


changes taking place and better qualify them 
for the positions they hold. 


In Addition—New 82.50 Book—FREE 


Mail the coupon below with your remittance today. Your CA ELVALL: 
gift subscription will start with our Christmas issue and WALLSTREET 
bring a private-edition copy of our timely new book. 
“5 Strategic Plans for Handling Your Investment Funds 
for 1947” (described on reverse side) immediately on 
publication. Each subscription also includes confidential 
inquiry service—FREE. (We mail each recipient a hand- 
some Christmas Card extending your sincerest wishes.) 


MAIL THIS SPECIAL 
poownanmens GIFT ORDER TODAY °*"°°**°o"=""9 






The Perfect Combination 
For Epochal 1947 































‘he Magazine of Wall Street, 90 Broad Street, New York 4. N. Y. 

] I enclose $10—enter (or extend) my own personal subscrip- 
tion for one year (26 issues). [] $17.50 for a special two 
years subscription (52 issues). 








Fe SE ie eee 2.) eee ee ..Xmas subscrip- 
tions including handsome Christmas Gift Cards. $10 for the 
first subscription, $7.50 for each additional subscription. All 
subscriptions include Consultation Service—also FREE copy 
of “5 Strategic Plans for Handling Your Investment Funds 
for 1947” (value $2.50). 
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The BUSINESS ANALYST 





SUMMARY 


MONEY AND CREDIT—Commercial loans by weekly 
reporting member banks pass the $10 billion mark. 
Treasury to redeem in cash, before Dec. 15, an addi- 
tional $3.76 billion of Government securities; thereby 
reducing the Federal gross debt to $258 billion, com- 
pared with $263 billion a year ago, and bringing the 
Treasury's cash balance down to around $2.5 billion. 


TRADE—Department store sales in week ended Nov. 16 
tise to 24% above last year, compared with gain of 
only 20% for preceding week. Store executives step up 
efforts to clear out substandard lines before their fiscal 
year ends to make way for better quality merchandise. 


INDUSTRY—Business volume rises to within 2°/, of 
its all time high; but coal strike starts dip that will be- 
come severe if the walk-out is prolonged. Recent sharp 
rise in business inventories is largely due to price ad- 
vances. On a quantity basis, the increase S been 
moderate. 


COMMODITIES—M. W. S. index of spot commodity 
prices spurts to new high since its inception in 1932; 
owing to sharp up-pricing of wheat, cotton, wool, sugar, 
hides, petroleum, and non-ferrous metals. Cash wheat 
reaches new 26-year high. Labor Bureau's index of spot 
prices for 28 basic commodities is nearly three times 
as high as in August, 1939. 
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BILLION DOLLAR 


MONEY AND BANK CREDIT 
- [WEEKLY REPORTING MEMBER BANKS] 
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Business Activity rose by an additional fraction 
during the fortnight ended Nov. 16, to a level 7% 
above last year at this time and only 2° below the 
all-time peak touched during the closing week of May, 
1945. From now on, however, the coal strike will pre- 
cipitate a decline which will become severe if the strug- 
gle is long drawn out. This will not be a business de- 
pression in the economic sense; but only a relatively 
temporary strangulation of industry by one man who 
has acquired dictatorial control over the Nation's busi- 
ness life. When the strike is over, business activity will 
snap back. 

* * * P 

Department Store Sales in the week ended Nov. 
16, rose to 24°/, above last year, compared with a gain 
of only 17% a fortnight earlier. Responding to settle- 
ment of the parcels delivery strike, sales at New York 
City during the same fortnight jumped from 12%, below, 
to 28°, above, a year ago. 

- e's 

Store executives are stepping up their efforts to clear 
out substandard lines before their fiscal year ends in 
order to make way for better quality merchandise. 
Drastic Markdowns, for example, of undesirable up- 
holstery and drapery fabrics, of which there is reported 
to be a 10 million yards oversupply, are scheduled for 
the near future. 

* * * 

Given the relatively free economy under which Amer- 

ican industry will operate from now on, manufacturers’ 
(Please turn to following page) 
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Wkor Who Year Pearl 
Date Month Month Ago _ Harbor PRESENT POSITIGN AND OUTICOK 
MILITARY EXPENDITURE (tf) St Nov. 20 0.38 0.31 1.39 0.43 (Continued from page 269) 
Cumulative from Mid-1940....... Nov. 20 345.5 345.1 317.5 14.3 ° and dealers’ Resistance to Overpricing and 
unreasonable wage demands promises to become 
FEDERAL GROSS DEBT—Sb Nov. 20 261.8 261.6 264.0 55.2 even more effective than ies in 
holding prices down. 
a Nov.20 398 395 398 243 papery 
: ses ov. A } ; . 
—. ge nei wana Nov. 20 28.7 28.8 28.2 10.7 Business Inventories, measured in dollar 
values, continue to rise; but most of the ex- 
BANK DEBITS—13-Week Avge. pansion is due to sharply Rising Prices. On a 
ae Yok Clty—Sh..................... Nov. 20 6.60 6.51 6.43 3.92 | unit quantity basis, manufacturers’ inventories at 
100 Other Cities—$b..............0...... Nov. 20 8.92 8.78 7.46 5.57 | the end of September were only 3.3% larger 
than a year earlier, while retailers’ inventories 
{INCOME PAYMENTS—S$b (cd) Sept. 14.26 13.48 13.42 8.11 | were up only 0.9%. The greatest increase on 

Salaries & Wages (cd).............. Sept. 9.11 9.00 8.71 5.56 | 2 quantity basis was 6.6% in wholesalers’ in- 

Interest & Dividends (cd) ........ Sept. 1.43 0.55 1.38 0.55 | ventories. 

Farm Marketing Income (aq) .. Sept. 2.02 2.19 1.86 1.21 * * & 

Includ'g Govt. Payments (ag)....... Sept. 2.03 2.25 1.88 1.28 

Despite the sharp rise of 10.7% in Whole- 
CIVILIAN EMPLOYMENT (cb) m | Oct. 574 57.4 51.6 52.6 | Sale Prices during the three months ended Aug. 

Agricultural Employment (cb)... Oct. 8.5 8.7 8.9 8.9 15, total business inventories, on a unit quantity 
Employees, Manufacturing {Ib) Sept. 14.7 14.6 13.2 13.8 basis, were only 1.1% greater at the end of 
Employees, Government (Ib)... Sept. 5.5 5.4 5.9 4.6 September than three months earlier. 

UNEMPLOYMENT (cb) m Oct. 2.0 2.1 1.6 3.4 2a 
FACTORY EMPLOYMENT (ib4) eg 146 145 128 147 Thus it appears that business inventories at the 
Durable Goods .....sscccssecssuee- 4 Sept. 169 166 145 175 present time are not inflated as to quantity, but 
Non-Durable Goods ssc... Sept. 128 128 116 123 only as to price. A sharp reversal of the price 
FACTORY PAYROLLS (ib)4 Sept. 284 278 224 198 trend would thus entail heavy Inventory Losses. 
Such reversal is not in sight yet—in fact another 
FACTORY HOURS & WAGES (ib) round of major strikes would lift prices. still 

RA es ssctcsinien Aug. 4 864407 —-ang. | Maher but ‘the potential danger wil beer 

Hourly Wage (comnts) ...cscccsoc-- Aug. Hit 109.3. 102.4 78.1_'| watching. 

Weekly Wage ($)..............0-c- Aug. 44.90 43.34 41.72 31.79 * * * 

Now that the Government has terminated its 

PRIGES—Wholessle (1b2) on: 86 one hinge yong = buying of foreign Copper, private importers 
oo eee Sept. 162.6 159.8 142.0 116.2 il bee te say te 3 ele de wen. 
rumored, the Government may decide to cut 

COST OF LIVING (ib3) Sept. 146 144 129 110.2 this in half. Meanwhile producers here have 

WROD Se gicssscocta saves Sits Facivcsoseapocsegosaseess a oe “ no — raised their price to 19!/2 cents, compared with 

Clothing ept. , the current import price of 2I'/ cents under 

 ekeieae pipet an Sea eam arate Sept. 109 109 108 107.8 the 4-conts duty. The late ceiling price was 14% 

cents, 
RETAIL TRADE $b * * & 

Retail Store Sales (cd)................ Sept. 8.20 8.56 6.40 4.72 Prices of other Non-Ferrous Metals have 
Durable Goods ........seeeeeeees Sept. 1.72 1.77 0.95 1.14 : ae 
ied. Sept. 6.48 6.79 5.45 3.58 | been advanced a few cents since ceilings were 

Dep't Store Sales (mrb) ....... ....... Sept. 0.75 0.72 0.52 0.40 | removed; but a number of producers will gain 

Retail Sales Credit, End Mo. (rb2) Sept. 3.68 3.54 2.19 5.46 | little from this since Government subsidies will 

be correspondingly reduced. 

MANUFACTURERS’ * * * 
ae ae ot i “4 a A few industrial consumers have been helped 
Non-Durable Goods ............c0... Sept. 211 200 194 157 by the lifting of ceilings, in cases where obtain- 
Shipments (cd2)—Total................ Sept. 241 223 210 184 ing supplies has been of more importance than 
ew sl eae iar peaheerterswerstroees at od 8 a a prices paid. Lumber, for example, was being 
withheld from market in huge quantities in antici- 
pation of higher prices. The hoarded lumber 
BUSINESS INVENTORIES, End Mo. that is now being released is better seasoned 

Total a. peel = i pie oH than the green stuff that formerly trickled 
28 ere Sept. 5.0 48 3.9 46 through the black market. Nevertheless, dealers 
YS gi eRe Sept. 8.4 8.1 6.7 7.2 are refusing to stock up at the exorbitant prices 

Dept. Store Stocks (mrb)................ Sept. 2.0 1.9 1.4 1.4 now asked. 
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Production and Transportation 



























































Latest Previous Pre- 
Wkor Wher Year Pearl PRESENT POSITION AND OUTLOOs 
Date Month Month Aac _ Harbo-: 
BUSINESS ACTIVITY—I—pc Nov.16 157.2 1564 1484 141.8 
(MW. S. Jl ap... ceccceececsesssseeee, Nov. 16 171.7 170.8 160.6 146.5 Another striking instance is that of the Corn 
INDUSTRIAL PROD. (rb)—i—ap | Sept. 18! 179 162 174 rengued nda idanalimaiateah-anen 
CER RR F< 144 145 124 133 their products; because corn at the old ceiling 
Durable Goods, Mfr. ...........c0sse000- Sept. 213 212 186 215 price of $1.46 was hard to get. At the ex-ceiling 
Non-Durable Goods, Mfr........ ...... Sept. 168 164 154 141 price enough corn can be had to permit capacity 
CARLOADINGS—t—Total Nov.16 917 913 801 833 operations and much lower production cost, 
Manufactures & MisceHaneous.... Nov. 16 398 402 355 379 despite the higher price. 
wl ORT ENE a Eee ee eee Nov. 16 131 131 116 156 
Grain ATER Nov.16 49 49 56 43 uh uth 
nes Th \ ; ; ; 
ELEC. POWER Output (Kw.H.Jm | Nov.16 4,700 4,682 3,985 3,267 Pipi antes adn 
SOFT COAL, Prod. (st) m Nov. 16 12.6 12.7 11.5 10.8 which have expanded all too swiftly since V-J 
Cumulative from Jan. 1... 2... Nov. 16 477 466 508 446 Day. The total for reporting member banks at 
Stocks, End Mo......---:se--sereen Sept. 52.4 48.0 53.4 61.8 101 centres has just passed the $10 billion mark 
PETROLEUM—(bbis.) m —52% larger than a year ago. They now con- 
Crude Output, Daily................ i Nov. 16 4.8 4.8 4.5 4.1 titute 14% of total banki t inst onl 
jane toe ae. & es 2 oe Co ee 
Fuel Oil Stocks.......... . Nov.16 60 61 45 94 oo ee ee ee ee 
Heating Oil Stocks Nov. 16 67 67 46 55 | serve Board did not begin compiling commercial 
LUMBER, Prod. (bd. #1.) N a om 370 —< | loan totals on the present basis until May, 1937, 
rod. ° m Ov. i , 
. ° that comparable data are not available for 
Stocks, End. Mo. (bd. ft.) b Sept. 4.1 3.9 3.7 12.6 | °° 
Ewa, God. Mo, | : : —| 1920 and 1929; but, at their 1937 peak, com- 
STEEL INGOT PROD. (st.) m 5 Bg ae we Ba mercial loans amounted to about 16% of total 
Cumulative from Jan. 1........... 0.0... ct. . . : . banking assets. By the end of 1938 they had 
ENGINEERING CONSTRUCTION ‘ ‘ sa m a shrunk by 28%. 
AWARDS (en) $m Nov. 21 7 I | + * * 
Cumulative from Jan. |............. Nov. 21 4,815 4,737 1,989 5,692 
The Treasury has announced that it will redeem 
MISCELLANEOUS ith h dditional 260,77 - 
Paperboard, New Orders (st)t...... Nov. 16 138 185 123 165 a ti ia pa . ce = “i fon fen re 
Wood Pulp Stocks, End. Mo. (st}t.. | Sept. 71.9 77.6 67.4 90.5 | CHrItIes maturing on Mec. 10. The wal rg te 
U. S. Newsprint Consumption (st)+ Oct. 412 378 333 352 Federal Gross Debt down to below $259 bil- 
Do., Stocks, End Mo....................- Oct. 348 wh ae? a lion, from $263 billion a year ago, and will re- 
Anthracite Coal Production (st}m Oct. 5.4 & 2 4 diese Vien h to $2.5 billion. 
Hosiery Production (pairs)m.......... Sept. 158 161 132 150 oy yeeros ania 
ag—Agriculture Dep't. b—Billions. cb—Census Bureau. cd—Commerce Dep't. cd2—Cemmerce Dep't. Avge. Month 1939—100. 


cdib—Commerce Dep't. (1935-9—100), using Labor Bureau and other data. en—Engineering News-Record. |—Seasonably adjusted index. 
1935-9—100. Ib—Labor Bureau. Ib2—Labor Bureeu, 1926—100. ib3—Labor Bureau, 1935-9—100. |b4—Labor Bureau, 1939—100. It—Long 
tons, m—DMillions. mpt—At Mills, Publishers and in Transit. mrb—Magazine of Wall Streeet, using Federal Reserve Board date. np— 


Without compensation for population growth. pc—Per capita basis. tb—Federal Reserve Board. 
+—Thousands. 


ment and Charge accounts. st—Short tons. 


rb2—Federal Reserve Board, ‘nstal- 


tf—Treatury and Reconstruction Finance Corp. 
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No of 1946 Indexes ———— | (Nov. /4, 1936, Cl—100) High Low Nov.16 Nov. 23 
Issues (1925 Close—100) High Low Nov.16 Nov.23 | 100 HIGH PRICED STOCKS 112.55 80.46 82.90 80.46a 
300 COMBINED AVERAGE 191.7 129.8 134.1 129.8a | 100 LOW PRICED STOCKS 247.97 156.49 161.88 156.49 
4 Agricultural Implements .. 265.7 150.9 156.6 150.9b 6 Investment Trusts 84.1 55.1 57.0 55.la 
It Aircraft (1927 Cl—100) 284.4 —-153.7-—-'170.3.——«153.7b | 3 liquor (1927 Cl—I00)... 1479.8 8583 9365  858.3a 
6 Air Lines (1934 Cl—100) 1208.6 558.6 596.8 558.6a 8 Machinery 206.4 130.5 134.9 130.5b 
5 Amusement aa Me 143.7 145.6 144.7 3 Mail Order 206.3 116.8 123.8 116.8a 
15 Automobile Accessories .. 336.2 181.0 187.9 181.0a 3 Meat Packing 132.7 92.4 98.3 94.5 
11 Automobiles .............0005 62.2 33.5 35.1 33.5b 13 Metals, non-Ferrous ...... 299.7 176.3 186.4 181.5 
3 Baking (126 Ci—100) .... 26.0 20.2 23.1 22.0 3 Paper elie: 44.0 32.7 35.8 34.1 
tikes Meio ...<c:.... 360.3 255.1 268.1 255.1a 23 Petroleum ........ 227.0 169.9 172.3 169.9a 
2 Bus Lines (1926 Cl—100) 229.9 155.6 159.9 155.6a 20 Public Utilities 165.5 111.5 119.9 116.6 
MG SINICMIS ori ssectesss.ccdrececaces 290.2 214.1 216.9 214.1a 5 Radio (1927 Cl.—100) 42.0 19.4 20.7 19.4¢ 
BiCoal WARING) .i.-0<i-c:0cs0cn0--<-« 32.4 18.4 19.1 18.4a 8 Railroad Equipment ........ 110.6 63.4 66.9 63.4b 
4 Communication... 99.7 51.6 53.1 Bloc | 22 Railroads 0... 40.8 22.5 24.6 23.4 
US Sonstruchon: —.5:..0-:..cc60¢.<c00+s 85.1 56.1 57.0 56.1a 3 Realty .............. 56.7 26.7 28.4 26.7a 
(— 462.6 315.5 332.4 325.3 2 Shipbuilding 178.8 = 102.1 107.5 102.1a 
8 Copper & Brass ................ 141.8 95.1 104.1 102.2 3S Sath Drinks ......00...: 647.0 446.0 478.0 462.6 
2 Dairy Products: .........:........ 81.5 64.6 67.5 65.0 FZ Sima Gr TRO ook. icsceccsccccce 149.3 106.9 111.4 106.9a 
5 Department Stores ............ 132.9 71.2 74.7 71.2a KR renee ee 88.9 62.1 65.2 63.8 
5 Drugs & Toilet Articles...... 277.4 194.8 205.1 200.7 2 Sulphur seaeetaseanica tages 295.3 236.9 245.2 240.3 
2 Finance Companies .......... 313.9 203.6 218.2 215.5 ECLCLLCE ES Se een ane 189.7 126.7 132.4 127.8 
ARGO (GLANS: oecass2+scazesesscoses 236.4 180.4 188.8 180.4a 3 Tires & Rubber ..... 51.9 35.3 36.7 35.3a 
2 Food Gtoves ..........5..ii...05 100.3 69.7 74.4 69.7 5 Tobacco sesessanenen 99.6 76.6 80.2 79.8 
cn ees ne 125.8 77.5 80.3 77.5b 2 Variety Stores ..........00.. 399.3 299.4 315.3 299.4a 
3 Gold Mining ........::ssce 1346.1 767.9 821.1 794.0 18 Unclass. (1945 Cl—!00) 116.1 83.1 85.3 83.la 








New LOW since: a—1945; b—1944; c—1943. 
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Trend of Commodities 





Removal of price ceilings on everything but rents, sugar 
and rice has resu'ted in a further sharp rise in spot price 
indexes to new heights since 1920. The Labor Bureau's com- 
prehensive index of wholesale prices is now 27%, ahead of 
last year, led by foods which are up 54%. The Bureau's 
narrower index of 28 sensitive basic commodities has risen 
nearly 200% since Aug., 1936. A similar explosive rise 
would take place in rents under the present housing short- 
age if free to respond to the economic law of supply and 
demand. In due time—it may not be many months hence 
—exorbitant prices will bring their own correction by 
stimulating production and curtailing demand; but no nose- 
dive resembling 1920-21 need be feared; since current in- 
ventories are not topheavy on a quantity basis, bank credit 


— 


is not yet overextended, wage rates are soon to be raised 
another notch, and the Government is pledged to support 
farm commodity prices at a high level relative to pre-war, 
Futures have also rallied since our last issue, owing mainly 
to box car shortages, heavy Government purchases for ex. 
port, and a tendency among some farmers to withhold 
grains this year in order to benefit by promised lower in. 
come taxes next year. Futures prices for distant months are 
down to only a little above Government support levels— 
considerably below spot markets, whereas normally they 
should rule a little higher to offset storage charges. For 
July futures, for example, wheat is priced at $1.79, against 
$2.41 for cash; corn, $1.30, against $1.60; and cotton 28.35 
cents, against 31.54 cents. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODIES 
Spot Markett Prices — August 1939, equal 100 


Date 2 Wk. | Mo. 3 Mo.6 Mo. | Yr. Dec. 6 
Nov. 23 Ago Ago Ago Ago Ago 194! 
28 Basic Commodities ...... 298.7 270.3 260.7 242.6 193.0 187.0 156.9 
{1 Import Commodities .... 289.8 256.7 237.4 221.2 171.9 168.9 157.5 
17 Domestic Commodities. 304.6 279.5 277.0 257.6 208.1 199.7 156.6 
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14 Raw Materials, 1923-5 Average equals 100 
Aug. 26, 1939-—63.0 Dec. 6. F941 —85.0 


1946 1945 1944 1943 1941 1939 1938 1937 
High 128.6 9.8 5 929 85.7 78.3. 658 93.8 
I. Cossscsece 9.5 9936 91.8 89.3 743 61.6 57.5 64.7 


















Date 2 Wk. | Mo. 3 Mo.6 Mo. | Yr. Dec. 6 
Nov. 23 Ago Ago Ago Ago Ago 194! 
7 Domestic Agricultural.... 315.5 296.6 319.5 318.2 251.4 232.5 163.9 
V2 FOCUSES. 56.5055 ss.cesscecesies 368.9 355.2 343.0 306.4 222.8 212.9 169.2 
16 Raw Industrials 254.7 220.0 212.0 203.5 173.1 169.5 148.2 


COMMODITY FUTURES INDEX 
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Average 1924-26 equals 100 


1946 1945 1944 1943 1941 1939 1938 1937 
High _...... 127.07 106.41 98.13 96.57 84.60 64.67 54.95 82.44 
es 104.21 93.90 92.44 88.45 55.45 46.59 45.03 52.03 
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Opportunities for Income 
and Price Appreciation 








(Continuued from page 265) 


spend as much as $79.5 million 
along this line and additions to 
fve of its plants in recent months 
had already absorbed about $25.5 
million of available funds in its 
treasury. 


NORTHERN PACIFIC RAILWAY 
has sold to underwriters $6.8 mil- 
ion equipment trust certificates 
due serially from 1947-56 at a net 
interest cost to the borrower of 
1.983%. Subject to approval of 
the ICC, reoffering will be made 
on a basis 1.15% for the shortest 
maturity up to 2.15 for the long- 
est. The coupon rate is 2%. The 
extremely favorable terms upon 
which good equipment issues can 
be sold attests to the extraordina- 
ry fine record which this invest- 
ment medium has achieved for 
many decades past, despite radi- 
cal fluctuations in railroad earn- 
ings. Chances are that in the 
medium term a great many car- 
riers will enter the market to fi- 
nance purchases of much needed 
equipment, and low money rates 
should stimulate the process. 
Several have already done so in 
recent weeks. As equipment issues 
are seldom very large in amount, 
they are readily absorbed by 
hanks and insurance companies 
attracted by their strong funda- 
mentals and relatively short 
maturities. It is probable that 
Chesapeake & Ohio will finance 
its recent purchase of $26 million 
tolling stock by issuance of sev- 
eral equipment issues, amounts to 
be decided as delivery of the cars 
begins to become realistic. 





Down-to-Earth Analysis 
of the Airlines 





(Continued from page 249) 


plans for their postwar expansion, 
and when the conflict ended, they 
proceeded to translate these plans 
into reality. By the summer of 
1946, orders for new equipment 
totalled 735 planes, or more than 
the 685 planes now owned by all 
tcheduled operators. This new 
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equipment alone entails a cost of 
approximately $355 million, aside 
from the substantial sums needed 
for ground facilities, accessory 
equipment and development of 
new routes. To finance this sub- 
stantial program, the airlines had 
made careful plans for raising 
new capital funds in the third and 
fourth quarters of this year. 
Roughly 50% to 60% of this 
new money was expected to be in 
the form of new stock, but the 
sharp decline in the equity market 
has drastically altered these plans, 
but the sharp decline in the stock 
list quickly hit the “new issue” 
market, especially for venture 
type capital,’ thus compelling 
drastic changes in the airlines’ 
financing plans. Instead of the 
50% to 60% stock formula ori- 
ginally hoped for, it now appears 
that no more than 20% may be 
raised through equities, the rest 
to come from bonds or bank loans. 
This would mean imposing a com- 
paratively heavy debt burden on 
the industry at a critical phase of 
its development. 


Time a Factor 


From a timing standpoint, this 
is rather distressing, for the air- 
lines cannot wait indefinitely in 
their cash-raising operations, 
since initial payments must soon 
be made on the new equipment 
ordered. However, the situation 
varies among the individual lines, 
specific figures on which are pro- 
vided in the accompanying table, 
revealing which companies are 
hard pressed for new cash and 
which are relatively better off. 

The prospect of heavier-than- 
anticipated recourse to berrowing 
injects a problem which had not 
been anticipated heretofore, and 
places a debt burden on a still 
young industry. As the nature of 
the industry is such that its 
obligations cannot command _ in- 
vestment stature it would probably 
have to make substantial conces- 
sions to lenders. In any event, its 
debt charges would reflect a pre- 
mium over — investment-calibre 
lending rates, a prospect which is 
not very palatable to existing 
stockholders from the standpoint 
of dividend prospects. And, in 
the event of a business recession, 
the debt service would constitute 





SCHENLEY DISTILLERS CORPORATION 


NOTE—F'rom time to time, inthis space, 
there will appear an advertisement which 
we hope will be of interest to our fellow 
Americans. Thisisnumber 149 of aseries. 

SCHENLEY DISTILLERS CORP. 


Candor 


By MARK MERIT 








We were understandably proud to lis- 
ten to an address by Charles F. Brannan, 
Assistant Secretary of Agriculture, be- 
fore the Distillers Rectifiers and Im- 
porters luncheon at the Waldorf-As- 


toria, in New York, on November 11th, 
’ just prior to the opening of the 31st 


part: 


National Hotel Exhibition at the Grand 
Central Palace. Mr. Brannan said in 


“T wonder how many Americans real- 
ize the important role that high-protein 


| feeds (by-products of distilling) have 





piayed in the tremendous increase in 
meat production during World War II; 
beef, veal, lamb, mutton and pork pro- 
duction ...I want to say very plainly 
that the distillers’ aid in helping pro- 
vide high-protein feed concentrates is 
not something that the Department of 
Agriculture regards lightly. The truth 
is that the Department is quite proud 
of the fact that it not only urged, but 
aided, the distilling industry to go 
into this program. Even though the 
fighting phase of the war ended more 
than a year ago, the demand for meat 
is still extremely great and the need for 
ample feed supplies is therefore also 
correspondingly large.” 


We were impressed when Mr. Bran- 
nan stated... “It is highly important, 
therefore, that the true facts of the con- 
tribution of every industry to our na- 
tional well being should be widely 
known. This seems to be particularly 
so of the distilling industry. There are 
few industries . . . perhaps none . 
about which misunderstanding is more 
complete or more widespread. Despite 
the fine efforts of the distillers to ac- 
quaint the nation with the facts of thetr 
wartime contribution, the great major- 
ity of the people, I am sure, still think 
of distillers almost exclusively in terms 
of beverage alcohol — in terms of 
liquor.” 


Mr. Brannan also made the signifi- 


| cant statement that, “The contemplated 
| tnecrease in grain available to distilleries 


woud result in a very substantial in- 


| crease in the quantity of distillers’ dried 
| grain available for feeding to live stock. 


1938-1942 


The forecast for the year which began 
October 1st is for 500,000 tons as com- 
> 


pared with 330,000 tons last year and a 
average of Only 244,000 tons.” 


Definition of “candor’, Funk & 
Wagnalls: “Openness; frankness; im- 
partiality; fairness.” Thank you, Mr. 
Brannan. 


FREE — 96-PAGE BOOK —Send « post- 
card or letter to MARK MERIT OF 
SCHENLEY DISTILLERS CORP., Dept. 15A, 
350 Fifth Ave., N. Y. 1, and you will re- 


| eeive a 96-page book containing reprints 


of earlier articles on various subjects. 
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The Most Useful 
INVESTMENT TOOL 
You Can Have Today! 


1650 Stocks Appraised 


In This Simple ... Clear ... Easy to 
Understand Investors Handbook 


5 hese Investors Guide contains the essential data you need for 
evaluating your present holdings . . . and your contemplated 
purchases. Comparable in every way to similar services selling at $20 
to $30 a year, it digests exhaustive findings to give you: 


© Company’s Business . . . Ticker Symbol, Where Listed. 

© Capitalization, Par Value . . . Funded Debt of Each Company, Number of 
Common and Preferred Shares Outstanding. Par Value of Common. 

¢ Financial Strength . . . Working Capital in Millions of Dollars, Ratio of 

Assets to Liabilities. 

e Dividend Record . . . Amounts paid on common °44, °45, to date in °46. 
Amount and Date of Latest Payment; Date Ex-Dividend. On preferreds, 8- 
year Dividend Record; Cumulative or Non-Cumulative; Convertible; Arrears, 
if any; Call Price; etc. 

e Earnings Record . . . Earnings per share in 1942, 1943, 1944. and 1945. Interim 
Figures for 1945 and 1946. 

e Price Range for 1929-1944 . . . Over Boom and Depression, War and Peace; 
Highs and Lows for 1945, 1946 to date. 

e Extras Include . . . Latest Commission Charges on N. Y. Stock Exchange and 
N. ¥ Curb; % Yield on Stocks Considering Price and Dividends. 


Industrial Discusses 39 industries . . . with definite conclusions as to 
Section most attractive . . . least promising . . . over the short term 
and the longer term. 


Interpretative Up-to-the-Minute Comments on pertinent developments and 


Comments a regarding each company. Interprets the statistical back- 
ground. 

Overall 1. Industrial Ratings, in four classifications; 2. Security Ratings 

Ratings for Investment Status in six classifications; on Earnings Trends 


in three classifications. 
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INVESTORS GUIDE, 90 Broad Street, New York 4, N. Y. 

C I enclose $10 to enter my subscription to Investors Gute for one year.... 
12 issues. 

©) I enclose $17.50 for one year (12 issues) of Investors Guipe and one year 
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quiry Service. 
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an added burden on cash re. 
sources. 

However, as indicated earlier, 
the problems besetting the ai 
transport industry do not alter 
their undisputed _ long-range 
growth potentialities. Eventually, 
the various operating and finan- 
cial difficulties will iron themselves 
out, and the expansion now under 
way will provide a much enhanced 
base for long-range earnings 
growth. But it must again be 
emphasized that this is of ultin- 
ate rather than immediate pros- 
pect, so that holders of airline 
equities will require much _pati- 
ence in anticipating dividend in- 
come or capital appreciation. 


Market Status 


What market policy to pursue 
under such circumstances? The 
answer to that question depends 
primarily upon one’s investment 
objectives. In our June 8 analy- 
sis, we commented bearishly on 
issues in this industry, but the 
market for such stocks has had a 
substantial decline since then, to 
a point where a good part of the 
adverse factors are probably 
recognized by current quotations. 
Unless one’s objective is near 
term recovery, retention of any 
remaining commitments is  sug- 
gested. 


Relative Positions 


As to individual companies, 
Eastern and United are probably 
in the strongest position, having 
fewer immediate problems, and 
fairly conservative expansion pro 
grams. To a somewhat lesser de- 
gree, this is also true of American, 
and of Northwest. Penn-Central 
and TWA, however, face the need 
of near term financing, and each 
has unique troubles in the form 
of labor troubles within their own 
organizations or their service ter- 
ritories. Pan American’s position 
is doubtful, since much will de- 
pend upon the competition it 
faces abroad, and whether it can 
supplement its overseas operations 
with routes in this country as it 
has recently requested. ‘The 
smaller airlines as a group, may 
encounter some difficulties in rais- 
ing the large funds to which they 
are committed through _ their 
equipment purchase contracts. 
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An Investment Audit of 
J. C. Penney 





(Continued from page 255) 


bly greater extent than that of its 
competitors whose normal inven- 
tory included a relatively high 
percentage of merchandise that 
had been forced out of produc- 
tion. 

Now that the trend is being re- 
versed in the ratio of “soft goods” 
to total sales, it would be logical 
to assume that Penney manage- 
ment might be worried over the 
possible effects of reduced volume. 
Presumably, therefore, the chain 
may turn attention to the possi- 
bility of introducing semi-durable 
lines such as furniture and house- 
hold furnishings that have been 
scarce. This policy would be 
something of a departure from 
precedent, but it is expected to be 
tested in some of the large metro- 
politan stores. 

So far as the market outlook 
for the stock ‘is concerned, it is 
well to remember that a higher- 
than-average appraisal usually is 
applied to Penney earnings to 
take into consideration the com- 
pany’s reputation for aggressive 
merchandising. Obviously, the 
current price-earnings ratio of 
seven to eight times prospective 
1946 share results is exceptional- 
ly low. But this is due to the as- 
sumption that perhaps 40 to 50 
per cent of current net income 
ought to be mentally labeled as 
“non-recurring” in the sense that 
the abnormally favorable profit 
margins likely must be pared 
when competitive conditions be- 
come more instensive. 





What About Non-Ferrous 
Metals—Now7? 





(Continued from page 252) 


The surprising peacetime de- 
mand for aluminum seems to be 
confounding earlier pessimists 
who feared that the immense war- 
time expansion in this industry 
would be a depressive factor with 
the return to normal operations. 
Output of domestic primary alu- 
minum had fallen to about 500,- 
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000 tons in 1945, compared with 
920,000 tons when usage for 
military aeroplanes was at its 
peak. But while it may be a long 
time before full use of the vast 
new plants built by the Govern- 
ment can be effected, all of them 
have now found buyers ready to 
compete with the former virtual 
monopoly enjoyed by Aluminum 
Company of America. Reynolds 
Metals now has a very sizable ca- 
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Jingle bells! Telephone bells! 
Yuletide’s on the way, 


Be sparing of Long Distance calls 
On Christmas Eve and Day. 


Jingle bells! Telephone bells! 
A million thanks to you 


For easing up on greeting calls 
So urgent calls get through! 











pacity as a contender in this field, 
and the Kaiser interests have a 
large plant on the West Coast. 
Newly developed uses for alu- 
minum and scarcity of competing 
metals during 1946, have com- 
bined to hold output at a very 
satisfactory level. Indeed, rolled 
sheets of aluminum for use in 
building Veteran’s homes have 
been in such short supply that the 
Government has them marked on 
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The Brutal Law Of the Falling Market 


Here is a Digest, coming off press, which the author sincerely believes should 
be read not only by all investors but by business men in general, especially 
those holding large inventories and who might be hit by falling prices. 


The Digest tells you, 


Of the sudden change in the volume of trade which occuurs when 
pipelines at last become filled. 

Of the further change (downward) which matures if business tries 
to let inventories run off. 

It re-states the Law of Supply and Demand, which is not one law, 
For instance, 
“should” stimulate demand, but the “expectation” of 


as distinct from a permanent re- 


Can it occur if only a mere 


ly lose their semi- -monop- 
to the forfeiture of monopoly prices; 








“causing” the 


3. 
but many sub-laws, some of which are contradictory. 
lower prices 
lower prices chokes it off. 
1f you have not learned this multiple law by heart you are unlikely 
to succeed on the stock exchange. 

4. The Digest also argues that no substantial rally can oceur in a bear 
market if the majority of the people believe that the rally will be 
only “temporary,” i.e., a “rally” 
sumption of an old or new bull market. 

Consider this suggestion in relation to the nationwide expectation of 
a “rally” in the Dow to 180 today. 
“rally” is expected? 

5. Fifthly, the Digest lucidly explains how, if supply merely begins to 

catch up with d ppliers can sudd 
oly bargaini power, “leadi 
setting in motion the law of the falling market (the expectation of 
lower prices) thus checking demand and positively 
lower prices initially expected! 
This expectation, according to the author, has already been set in 
motion. This violent cut in prices of nationally advertised hat is per- 
haps the edge of a fast-widening wedge which will rapidly spread 
throughout most industries. 

6. 


Digest 175 also explains why real estate may soon suddenly collapse, 
and why owners thereof should probably sell two years before they 
think it reasonable. 





men, investors and traders. 


8. The price is $2 (). 


advertisement. 


for Appreciation.” 
Don’t just buy isolated issues. 
year. 


particularly when you think he is wrong. 


intermediate swings. 





MAJOR 


™ 


Digest 175 is in faet an economical eye-opener .. . 


Read it at once. 
And do not delay since you may be too late; for 
Major Angas does not any longer expect the widely predicted inter- 
mediate rally, and now forecasts rapid new declines, which he be- 
lieves will prove world-wide, since American 
world confidence today as in 1921 and 1929. 


The Digest is not optimistic—which is perhaps one reason conservative 
investors should read it through twice, at once. 


slide begins. Free with a “regular” subscription. 
DIGESTS. ............... ONE YEAR $25 (| 3 MOS. $8 (J 
WIRES. .........0000. ONE YEAR $25 [] 3 MOS. $10 [) 


40% OFF on a “COMBINED" Annual Digest-and- 
Wire subscription. ONLY $30 (| (instead of $50). 


Annual subscribers will also receive, on request only, brilliant $5 best seller, “Investment 
Digests and Wires issued as market conditions warrant. 


Subscribe, and follow the developing panorama for one 
Imaginative minority opinion is usually right in the end. 
Major Angas has now hit seven market collapses in a row. 
remarkable despite mistakes in 1937 and 1945. Prior to 1945 he hit nine out of ten 
No wonder his fame is world wide as a provocative forecaster. 
Consultations by appointment only, Two Hundred Dollars. 


570 Lexington Avenue 
New York 22, N. Y. 


both to business 


Cash with order. Return 





Read it before a new 


Always read Major Angas, 


His record over the years is 


MW-127 


ANGAS 
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the critical list. As material for 
roofing, partitions, automobile 
bodies, railroad cars, wheelbar- 
rows, ladders and a host of other 
items, aluminum currently is 
making strong competitive _in- 
roads. Ample volume has war- 
ranted retention thus far of the 
basic price of 15 cents per pound 
in the United States, although 
Canadian producers have shaded 
this price enough to offset the 
United States import duty of 3 
cents per pound. But adjust- 
ments in exchange rates have les- 
sened competition from this 
source. Net earnings of both 
ALCOA and Reynolds Metals 
have amply supported their divi- 
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dends paid during the current 
year. In 1947, profits may show 
an upward frend, now that the 
way has been cleared for normal 
operations. 

Limitations of space preclude a 
discussion of other non-ferrous me- 
tals, but a new and much brighter 
outlook seems in store for this es- 
sential industry. With freedom to 
adjust prices on a competitive 
basis and with many already 
raised, such as silver to above 90 
cents per pound, some of the well 
diversified miners like Anaconda, 
Kennecott and Phelps Dodge 
should widen their profit margins 
substantially in the near term. In 
fact a new face upon the entire 


industry has emerged as a result 
of the return to free enterprise, 
For this reason, the appended 
table, listing a number of con- 
cerns, maybe found of interest to 
our readers. 





For Profit and Income 





(Continued from page 263) 


meet good demand during the 
rest of the bear market. 


Lone Star Cement 


One of the best building issues 
is Lone Star Cement. The com- 
pany has voted total dividends of 
$4 a share this year, equalling 
the highest payments ever before 
made. Previous years in which 
$4 was paid were 1941, 1930 and 
1929. Dividends have usually 
been generous when earnings were 
good. Assuming continuing $4-a- 
year payments, which we do, the 
yield at present price of 69 is 
nearly 5.8%. The bull-market 
high was 94, while low for the 
bear-market to date was 64. 


Another One 


The small-capitalization Rub- 
eroid Company is likely to show 
net of around $6 a share this 
year, against $2.07 last year. It 
has paid some dividend in every 
year of its long history. The 
action of this stock suggests that 
there may be some good news in 
the offing, perhaps a large extra 
dividend. While the general mar- 
ket lost some ground between its 
October 10 and November 22 
lows, Ruberoid advanced about 
19% between those two dates. At 
present price of 50, it is over 
24% above its bear-market low, 
but 23% under its bull-market 
high of 65. We can not say it 
would be immune to sharp further 
market weakness. We can say it 
looks more than soundly priced 
on present and potential earn- 
ings. 


Real Wages of Savings 


Every conservative investor 
knows that, since 1939, there has 
been a large shrinkage in the go- 
ing rate of return on savings in- 
vested in high-grade bonds, and 


an even greater shrinkage in the 
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purchasing value of the remain- 
ing income, due to higher living 
sts. It has remained for the 
life insurance people to drama- 
tize this in figures. Allowing for 
(1) decline in dollar income and 
(2) reduced purchasing value of 
the dollar, it is noted that “real 
return” from top-grade bonds is 
42% less than in 1939. Unlike 
labor, those affected can not 
strike for bigger “take-home” in- 
come. All they can do is com- 
promise a bit on the safety factor 
and average up the yield by re- 
srt to well-chosen common 
stocks. A few suitable issues for 
this purpose, offering yields of 
5% or more, are American Gas 
& Electric, Chesapeake & Ohio, 
National Dairy Products, Bene- 
ficial Industrial Loan, and Pacific 
Gas & Electric. 





Cumulative Growth Stocks 





(Continued from page 258) 


cies. While anyone could embark 
upon a similar program, and many 
have done so, efficient manage- 
ment of Coca Cola has succeeded 
in easily retaining its dominant 
position in the soft drink field. In 
the relatively short space of of 
20 years income of its share- 
holders has expanded more than 
fivefold. 

To sum up, investors desirous 
of placing their funds in some 
sound enterprise on the theory 
that holding for a long term 
should bring rewards amply suf- 
ficient to offset periodical anxiety 
over fluctuating prices for their 
shares require unusual astuteness 
in making their selections. Not 
only must previous records attest 
to stability in earning power, ex- 
cept in brief periods, but the 
business must have above-average 
promise of sustained growth in 
the future. While selectivity on 
this superplane is not easy to 
achieve, intelligent study can en- 
fold plenty of opportunities. 
Above all, if acquisitions are 
made with sensible timing, yields 
at the start of such a program 
may be quite satisfactory. In the 
long run, if all goes well, income 
should expand along with the 
business, a factor which after all 
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There’s steel in their blood 


There must be something about mak- 
ing Armco steels that gets into-a 


| * man’s blood. Not only do Armco men 


stick with their jobs 20, 25—even 45 
years—but 90% of the Armco men 
discharged from the armed services 
came back to their jobs. This is far 
in excess of the national average for 
manufacturing industries. 


Why did so many Armco service 
men return? Sure, they like to hear 
the roaring furnaces, the hissing mol- 
ten steel as it rushes into the giant 
ladles, the rumbling mills. But there 
is a deeper reason: They know that 
here they are encouraged to develop 
their abilities and earning power. Ex- 
ecutives are not brought in from the 


SRM , 


WY 


outside; they come up from the ranks. 
Armco men are more than steel-makers 
—they are specialists. 

Every Armco man-is proud to be 
in the business of making not just 
steel but special-purpose steels . . . 
steels that have been developed to 
do hundreds of jobs superbly well 
when fashioned by manufacturers into 
equipment for homes, farms and 
industry. 

This is the attitude that stamps an 
Armco man... the spirit that gives 
you something extra in quality steels 
and in helpful Armco service. The 
American Rolling Mill Company, 4091 
Curtis St., Middletown, Ohio. Export: 
The Armco International Corporation. 


Co THE AMERICAN ROLLING MILL COMPANY 
@ SPECIAL-PURPOSE SHEET STEELS 
@ STAINLESS STEEL SHEETS, BARS AND WIRE 





determines market quotations in 
the final reckoning. 





Reopening Foreign Trade 
Channels 





(Continued from page 241) 
idea that our generosity should 
have to extend to tariff conces- 
sions, we will have to accept it if 
we are to live up to our own 
“Trade Proposals”, if we want to 
lead the world back to freer trad- 


ing and, lastly, if we want to com- 
bat actively the spread of com- 
munism. The reasons for it are 
quite obvious from the following 
sets of figures: 

At the present time we are ex- 
porting at the rate of about $10 
billion a year. This is a pheno- 
menal figure, never reached before 
during peace time. It will prob- 


ably be exceeded in the coming 
months. Already a bold forecast 
has been made that in two or three 
years our exports may well reach 
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Vitteecdtonal 


MINERALS & CHEMICAL 
CORPORATION 


General Offices 


20 North Wacker Drive, Chicago 
* 

Dividends were declared by the Board 
of Directors on November 21, 1946, as 
follows: 

4% Cumulative Preferred Stock 
19th Consecutive 
Regular Quarterly Dividend 
of One Dollar ($1.00) per share. 
$5.00 Par Value Common Stock 
Fifty Cents (50c) per share. 
Both dividends are payable Dec. 30, 
1946 to stockholders of record at the 
close of business Dec. 13, 1946. Checks 


will be mailed. 
Robert P. Resch 
Vice President and Treasurer 


* 
Mining and Manufacturing 
Phosphate « Potash » Fertilizer @ Chemicals 

















UNION CARBIDE 

AND CARBON 

CORPORATION 
UCC) 


A cash dividend of Seventy-five cents 
(75¢) per share on the outstanding capi- 
tal stock of this Corporation has been de- 
clared, payable January 2, 1947, to stock- 
holders of record at the close of business 
December 6, 1946. 


MORSE C. DIAL, 


Secretary and Treasurer 


es eit RAG ae ee 


au l ONT —_ yy snc aaaana 


WILMINGTON, DELAWARE: November 18, 1946 
The Board of Directors has declared this day a 
dividend of $1.12%4 a share on the outstanding 
Preferred Stock, payable January 25, 1947, to 
stockholders of record at the close of business 
on January 10, 1947; also $2.25 a share, as the 
year-end dividend for 1946, on the outstanding 
Common Stock, payable December 14, 1946, to 
stockhelders of record at the close of business 
on November 25, 1946. 

W. F. RASKOB, Secretary 




















Allied Chemical & Dye Corporation 
61 Broadway, New York 
November 26, 1946 
Allied Chemical & Dye Corporation 
has declared quarterly dividend No. 103 
of One Dollar and Fifty Cents ($1.50) 
per share on the Common Stock of the 
Company, payable December 20, 1946, 
to common stockholders of record at the 
close of business December 6, 1946. 
W. C. KING, Secretary 





SOUTHERN PACIFIC COMPANY 
DIVIDEND NO. 116 


A QUARTERLY DIVIDEND of One Dollar ($1.00) 
per share on the Common Stock of this Company has 
been declared, payable at the Treasurers’ Office. No 
165 Broadway, New York 6, N. Y., on Monday, De- 
cember 23, 1946, to stockholders of record at three 
o’clock P. M., on Monday, December 2, 1946. The 
stock transfer books will not be closed for the pay- 


ment of this dividend. 
J. A. SIMPSON, Treasurer 
New York, N. Y., November 21, 1946. 
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an annual rate of $15 billion (for 
comparison, the 1939 exports 
amounted to $3.2 billion). 

As against the exports of $10 
billion, our imports are running 
at present at an annual rate of 
about $5 billion (in 1939 we im- 
ported $2.3 billion worth of 
goods). Hence our excess of ex- 
ports amounts to about $5 billion. 
Actually, our international earn- 
ings are much higher. A good 
deal of world trade is still carried 
in our ships and we are getting a 
substantial sum as interest on our 
foreign investment. We could 
safely assume that our earnings 
in the so-called “current account” 
are at present at the rate of about 
$6 billion a year. 

Where do the foreigners get 
this money? About $2.5 billion of 
our export surplus is represented 
by the UNRRA and Lend-Lease 
shipments; we paid for them, 
since these were our gifts and con- 
tributions. A billion dollars or so 
was this year provided through 
the Export-Import Bank loans, 
but the lending capacity of the 
Bank has been practically used 
up for the time being. 

Consequently, about one-half 
of our current export surplus of 
$5 billion must be paid for by the 
sales of gold and by drawing on 
foreign bank balances here. 'The 
foreign holdings of gold are of 
course substantial, about $17 to 
$18 billion, but they are maldis- 
tributed, and further heavy ship- 
ments of gold to this country at 
this time would not help the 
stabilization of foreign currencies. 
The foreign-owned bank balances 
here are around $61% billion; but 
they too are not always held by 
the countries which need them 
most, and at the present rate of 
drawing on them, they would last 
probably not much more than 
three or four years. Some dol- 
lars will eventually be provided to 
foreign countries through the In- 
ternational Bank and through the 
Monetary Fund. 

The point is, however, that the 
United States cannot maintain 
the present export rate of $10 
billion and possibly more, with- 
out spending more money abroad 
in current account transactions, 
i.e. for merchandise imports or 
for services provided for our tour- 
ists. At any rate, it is necessary 





that we provide the broadest 
possible basis for imports into this 
country and the largest flow of 
dollars into the hands of foreign- 
ers from current transactions. Or 
to put it in another way, the mer- 
chandise trade must flow both 
ways; a more evenly balanced 
trade is likely to prove far more 
stable than a trade showing either 
a huge excess of imports or an 
equally huge excess of exports. A 
more evenly balanced trade tends 
to be a larger trade because, to 
quote Dr. Maffry of the Export: 
Import Bank, “it militates 
against the imposition of trade 
regulations and barriers. And a 
larger two-way trade supports 
more jobs than a smaller two-way 
trade”’. 

Imports that are non-competi- 
tive contribute to employment 
just as much as exports—for they 
make possible larger exports. But 
even competitive imports are de- 
sirable, because they promote a 
more efficient use of our own re 
sources. Moreover, more imports 
at present help to combat inflation 
by enlarging the volume of goods. 

The problem facing us now is 
what to import without seriously 
interfering with employment at 
home. It is a problem that is 
likely to be in the public eye from 
now on and we shall return to it 
in these pages. ‘Ihere is a chance 
that the imports of many pro- 
ducts will expand trom now on, 
now that the OPA restrictions have 
been removed. Many foreign pro- 
ducts of which have been short 
and which went elsewhere because 
of higher prices offered for them, 
are likely to flow once more to our 


markets. Among these products 
were: linseed, wool, non-ferrous 


metals, newsprint, jute and bur- 
lap, and especially hides. The 
supplies of other products which 
we normally imported in huge 
quantities—such as rubber, copra, 
and silk—have been inadequate 
thus far, but in due time should 
help to swell our imports. Much 
the same is true about chinaware, 
glassware, wines, and innumer- 
able products in the luxury and 
semi-luxury class that we used to 
get from Europe. Most of them 
are simply unobtainable as yet. 
The problem of how to broad- 
en our imports will be with us 
during the next few months and 
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ye shall unquestionably return to 
tin these pages again and again. 
The fact remains that the trade 
gust move both ways and that to 
ive up to our position not only 
of the world’s leading creditor na- 
fon but also of the chief protag- 
mist of multilateral trading, we 
gust show an increased willing- 
yess to buy—not only to sell. We 
can not afford to accumulate a $5 
excess of imports year after year. 
We would be only inviting foreign 
wuntries to defend themselves by 
rising tariffs. We can finance the 
excess of exports by means of 
bans only up a point. Otherwise 
we are exposing ourselves to the 
danger of recreating the situation 
that existed in the late *I'wenties, 
shen most of the countries were 
ultimately forced to default and 
when the bulk of our foreign in- 
vestments became seriously im- 
periled. 

There is one more consideration 
to which we shall return in the 
future. The prospect of a business 
recession and unemployment in 
this country, about which many 
people on this side of the Atlantic 
are still skeptical, seems to be al- 
ready haunting the Europeans. 
One way to dispell their fears that 
they will be “dragged with us in- 
to a business slump” would be to 
show a generosity in negotiating 
tariff concessions. That would be 
an effective way of showing that 
we are sincere about maintaining 
the two?way flow of trade. 























Modernization—A Solution 
to Our Cost-Price 
Problems? 





(Continued from page 243) 


a policy, even though defensible 
in some respects, may be injurious 
in the long run, both to the indi- 
vidual plant owner or corpora- 
tion, and to the national economy 
as a whole, in view of the aggres- 
sive way in which plant modern- 
ization is being effected aboard. 

Just how to solve such a dilem- 
ma, therefore? Obviously, the in- 
dividual plant proprietor will not 
take the initiative, for a number 
of reasons. On the other hand, the 
Government cannot interfere in 
the realm of private property, no 
matter how well intended such 
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BLYTH & CO., INC. 
EASTMAN, DILLON & CO. 
HARRIMAN RIPLEY & CO. 


Incorporated 


Dated November 21, 1946 





This announcement is neither an offer to sell nor a solicitation of an offer to 
buy any of these shares. The offer is made only by the Prospectus. 


James Lees and Sons Company 
30,000 Shares 3.85% Cumulative Preferred Shares 


($100 par value) 
(The Company is making an exchange offer as to 14,399 of these shares) 


203,833 Shares Common Stock 


($3 par value) 


Price of the Preferred Shares $102.50 a share 


and accrued dividends 


Price of the Common Stock $26 a share 


Copies of the Prospectus may be obtained from only such of the 
undersigned as may legally offer these shares in compliance 
with the securities laws of the respective States. 


MORGAN STANLEY & CO. 
THE FIRST BOSTON CORPORATION 


MERRILL LYNCH, PIERCE, FENNER & BEANE 


DREXEL & CO. 


KIDDER, PEABODY & CO. 
SMITH, BARNEY & CO. 











intervention might be in_ these 
particular circumstances. So, the 
one remaining solution would ap- 
pear to be a mutual approach to 
the problem by business and Gov- 
ernment jointly, just as business 
and Government have cooperated 
in other spheres. 

One approach might be to dis- 
mantle outmoded equipment in 
this country, and sell it abroad, 
replacing it with newer and more 
efficient equipment here. The ob- 
solete machinery in turn, could be 
sold, at “second-hand” prices, to 
nations who are less advanced in- 
dustrially, thus enabling them to 
produce more and to improve 
their standards of living. The ac- 
tual sales of such equipment 
would involve many problems, 
such as arriving at equitable 
prices, terms of payment, deter- 
mining standards and _ specifica- 
tions, etc. But this is where the 
Government might logically enter 
the picture, in the role of adviser 
and middleman or broker, locat- 
ing buyers for American equip- 
ment and bringing buyer and sell- 
er together. 

That objections would be raised 





to this plan is only to be expected, 
but most of the objections are 
more apparent than real. For one 
thing, it might be argued that 
such a distribution of our facili- 
ties abroad would be creating 
eventual competition for our do- 
mestic industries, but much the 
same argument could be raised 
against our sale of new machine- 
ry, which we have been doing for 
many years. 

Similarly, some might object 
that we could not compete with 
the lower wage scales abroad, 
which, with our equipment, might 
enable the foreign nations to in- 
vade our home markets, or to out- 
sell us in world trade. But here, 
too, the identical point could 
again be raised regarding our new 
equipment sales abroad. However, 
there is the added fact that our 
equipment sold in this manner 
would be replaced here by more 
modern and more efficient facili- 
ties, which would give us a great- 
er advantage over our competi- 
tors—both present and potential 
—overseas. At a time when: pro- 
duction costs are mounting and 
the rivalry is becoming keener 
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Whats Ahead for 
COPPER 
STOCKS? 


Does Sharp Rise in Red 
Metal Forecast Record 
Earnings? 
aS brought a jump 

in copper from 143 to 1714. 
With labor conditions in mining 
areas improving and production 
rising, some companies can show 
exceptional profits. 

Current UNITED Report appraises the 
copper outlook, and gives the estimated per 
share earnings gain resulting from each one 


cent a pound increase in the price of copper 
on the following active issues: 


Phelps Dodge 

American Metal Anaconda Cop. 

Cerro de Pasco Hudson Bay 
Noranda Mines Ltd. 


Copper can show dynamic market action 
under favorable conditions. 


Kennecott 


Send for introductory copy of this 
timely Report— 


Ask for Bulletin MW-65 FREE! 
UNITED BUSINESS SERVICE 


210 Newbury St. ~ r Boston 6, Mass. 


——CSA—DAWA Aa 
Don’t Delay-Right Now 


CHECK 
YOUR STOCKS! 


Don’t sit tight—it may be 
costly! Right now, check 
with Babson’s. Simply 
attach list of 7 of your sec- 
urities to this ad and mail 
to. us. We'll tell you if 
clients have been advised to 
Hold or Switch them. No 











cost of obligation. Write 
Dept.— M-46 
— 
Babson’s Reports 
Incorporated 
Wellesley Hiils 82, Mass. 
one, LAI" 
AZZ. 








Are you interested in Canadian 
industrial or mining stocks? 


For investment advice 
write 


THE EDWARD STOCK TRADER 








Post Office Box 51 TORONTO 
Terminal A CANADA 
2380 





ress, technologically, 
| built upon acceptance and de- 


among the leading nations of the 
world, this is no smali considera- 
tion. 

Given a chance to replace old 
equipment with new, our manu- 
facturers would be better able to 
introduce some of the new, war- 
born technical improvements. On 
this subject, the Russians charge 
that our industry would stultity 
these innovations because the 
huge capital investment in already 
established facilitates. This, of 
course, is vastly over-simplifying 
the problem, and overlooks the 
fact that our continuous prog- 
has been 


_ velopment of new inventions and 


| processes. 


But the proposed 


| modernization plan would give 
| added proof—it such proof were 
| needed—of this country’s con- 


tinued receptivity to progress 
and improvement. 

Actually, the plan thus sug- 
gested has a precedent in com- 
paratively recent history, in the 
case of Germany after World 
War I. Obliged to heavy repara- 
tions payments by terms of the 
Versailles treaty, the Germans 
handed over large amounts of 
rolling stocks, ships, machinery 
and other assets to the Allies. 
lor awhile, it appeared that this 


| would be a crippling blow to that 
| country’s economy, but in a few 
| years these were replaced with 





ultra-modern trains and_ ships, 
which were among the best in 
Europe, and by new industrial 
equipment, which gave the Ger- 
mans a great competitive ad- 
vantage in the world market. 
What this meant in preparing 
for World War IT has already 
been touched upon, and needs no 
further elaboration here. 

Still another advantage of the 
proposed plan is the benefit which 
would accrue to both the foreign 
recipients and ourselves. Aiding 
the industrialization of backward 
areas has been our traditional 
policy, both politically and eco- 
nomically, and we have played 
the major role in industrializing 
South America, China, and to 
some éxtent, India. By acquiring 
industrial plants and machinery, 
these countries have gradually 
increased their productivity, and, 


with it, their prosperity and 
standards of living. Better living 
standards, in turn, has meant 
greater purchasing power, and 
better ability to purchase Ameri- 
can goods and services. Our poli- 
ey of aiding industrialization 
abroad, therefore, has paid divi- 
dends in a very material, tangi- 
ble way, in addition to the bene- 
fits which it has brought to the 
less fortunate nations. 

In considering the practical 
aspects of the problem indicated, 
and of the solution suggested, it 
may be well to take an over-all 
view of American industry and 
some of the basic facts connected 
therewith. For one thing, the 
great majority of manufacturing 
corporations are small enterprises 
—nearly half have assets of less 
than $50,000, while roughly 
80% have properties of less than 
$250,000. 

While it is difficult to prove the 
contention statistically, other 
facts suggest that obsolete and 
less efficient machinery is con- 
centrated mainly among _ the 
smaller operators, rather than 
among the top-ranking corpora- 
tions, percentagewise as well as 
numerically. The larger enter- 
prises are in a better position to 
keep abreast of technological 
progress by installing new equip- 
ment and providing adequate 
maintenance, though it is true 
that not all large concerns have 
done so. Nevertheless, a large 
part of the problem would still 
be centered in the smaller units, 
and the solution would have to be 
approached on this basis. This 
suggests the need for some mutual 
agency for dealing with the 
large, diverse element involved, 
embracing all types of industries 
and organizations. This is where 
the Government-business cooper- 
ative body, previously suggested, 
might meet the requirements. 

The composition of our indus- 
trial picture also provides some 
significant suggestions on ap- 
proaching the problem, as_ the 
types of equipment obviously 
vary among the industries repre- 
sented. Out of the approximately 
185,000 industrial establishments 
in the country, the largest single 
component is the food field and 
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its related lines, accounting for 
sme 52,000 plants. Printing and 
publishing follows next, with 
about 26,000 enterprises, while 
cdothing and apparel are repre- 
snted by about 21,000 plants. 
Machinery (excluding electrical) 
and chemical each account for 
about 10,000 plants, and non- 
ferrous metals about 6,000. 

Another pertinent matter is 
the question of which industries 
spend the most for new plant and 
equipment. To properly evalu- 
ate this, it is necessary to go back 
to the immediate pre-war years, 
since data in the war period 
would obviously be distorted. 
Here, again, the food industry 
ranks prominently, with some 
$240 million invested in new 
plant and equipment in 1939, 
followed by $190 million by iron 
and steel, $160 million by the 
chemical industry, $140 million 
apiece for both the coal-and- 
petroleum-products field, and for 
machinery. 

The problem, it is evident, has 
many facets and features, but it 
must sooner or later be faced, 
and its solution will profoundly 
affect the nation’s future world 
position. 





What Business Can Expect 
From Republican Congress 





(Continued from page 244) 


fiscal program: a balanced budg- 
et; substantial debt reduction; 20 
per cent lowering of federal in- 
come tax; pruning of federal 
spending by at least 10 billion 
dollars; sharp cuts in the federal 
payroll. 

Budget balancing is a possibilt- 
ty but not yet a probability; there 
are too many unknown factors in 
the months ahead to put this 
down as a sure thing. It would re- 
quire continuance of present tax 
rates, in all likelihood, to put re- 
ceipts and disbursements in bal- 
ance and have something left over 
to begin seriously nicking at the 
public debt. But there will be a 
tax cut—the amount remains for 
committee action, floor debate, 
and Presidential approval to de- 
cide. It is not likely to be 20 per 
cent. Respected opinion forecasts 


DECEMBER 7, 1946 

















This advertisement appears as a matter of record only and is under no circumstances to be 
construed as an offering of these securities for sale, or as a solicitation of an offer to 
buy any of such securities. The offering is made only by the Prospectus. 


70,000 Shares 


Kimberly-Clark Corporation 


4% Convertible Second Preferred Stock (Cumulative) 


(Par Value $100 per Share) 


Price $101.50 per Share 


(plus accrued dividends from November 1, 1946 to date of delivery) 


Copies of the Prospectus may be obtained in any State from such of the several Underwriters, 
including the undersigned, as may lawfully offer the securities in such State. 


Lehman Brothers 


The Wisconsin Company 


Hallgarten €% Co. 


November 21, 1946. 

















at least a slight recession next 
year. To the extent that prosperi- 
ty drops off the job of budget 
balancing will be made more dif- 
ficult. Cutting federal costs by 10 
billion dollars would require deep 
inroads into military budgets, 
and with the peace still unsettled 
there will be potent argument 
against tinkering with the nation- 
al defense. Rep. John Taber, the 
economy plan sponsor, wants the 
federal payroll cut by 1 million 
paychecks. Agencies say this can- 
not be done without eliminating 
some and crippling other essential 
services. The figure probably will 
be 500,000 reduction and that 
would be better than a good start. 
Apparently not computed is the 
enormous and _ ever-increasing 
costs of the Veterans Administra- 
tion in meeting the country’s ob- 
ligations to the war veterans. 
The Case Bill will be the start- 
ing point on labor legislation. 
That is good strategy. It is an 
omnibus measure covering several 
types of union over-reaching and 
it will provide test votes on many 
basic reforms which might come 
up later, in separate bills, for fur- 


ther expanded treatment. And the 
Case Bill already has passed both 
houses, and therefore will not be 
time-consuming. President Tru- 
man vetoed the measure and was 
given the support of the needed 
one-third of the house to be sus- 
tained. But President Truman’s 
views on labor matters have been 
swinging to the right and only 
minor changes, touching no fun- 
damental points, need be made in 
the bill to win his approval. These 
slight alterations will save him 
the charge of inconsistency. 

The spectacle of John L. Lewis 
for the second time in eight 
months leading 400,000 coal 
miners in a campaign to paralyze 
a nation of 140,000,000 has writ- 
ten the ticket for labor reform. It 
won’t go as far as many Con- 
gressmen plan and as emplovers 
have been led to hope. The Wag- 
ner Act will remain, but it will be 
amended on the basis of 11 years 
of test. These are the likely 
changes—likely because it ap- 
pears both Congress and the 
President will approve: compul- 
sion on unions to bargain collec- 
tively, just as employers now are 
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4POINT 


Investment Program 
-Provided by THE FORECAST 








cet 








In this new major market cycle when the investment 
action you take is vital to preserving and building capi- 
tal and income . . . we suggest that you turn to THE 
FORECAST just as you would consult your lawyer, doctor, 
architect, etc. for professional advice. FORECAST SERVICE 
will provide you with the essentials you need in con- 
ducting a sound investment program. 


1. When to Buy and When fo Sell 


Our weekly market forecast . . . with chart of daily 
action . . . projects the trends and basic forces at work. 
Definite market advice is then 


3. Programs Fitted to Your Needs 


Securities selected are carried under our continuous 
supervision in specialized programs suited to your capi- 
tal, wishes and objectives. There are two programs for 
the Short Term: (a) Dynamic Special Situations and 
(b) Low-Priced Opportunities; also two programs for 
the Longer Term; (c) Investment Recommendations 
for Income and Profit; (d) Low-Priced Situations for 
Capital Building. Each program comprises a fixed num- 
ber of securities and it is our aim to have you contract or 
expand your position as we anticipate pronounced mar: 
ket weakness or strength. 








given which you can apply to 
your independent holdings and 
to our recommendations. In- 
cluded . . . with graphs... . are 
supplementary Dow Theory In- 
terpretations and a special Mar- 
ket-Support Indicator measur- 
ing supply and demand. The 
latter warned of the recent 
break as early as July 15th, six 
weeks before it got fully under- 
way. 


2. Definite Advices of Intrin- || 
sically Sound Issues 


four years ago; 








A ssurance 
Our 


to you of satisfactory 
service is based on... 


—Our 2000% growth in clientele since the 
new lower priced Forecast was announced 


—Our staff and facilities; 
—Our outstanding record . . 
better than the market; 
—Our 29 years experience; 
—Our high renewal percentage. We wunt to 
serve you so you will make The Forecast a 
permanent part of your investment program. 


4. Continuous Consultation 


You are welcome to consult us 

. by mail or by wire . . . on 
securities in which you are in- 
terested . . . as many as 12 at 
a time... to place and main- 
tain your portfolio on a sound 
basis. We will advise you what 
to hold . . . switch . . . or close 
out. 


. consistently 


Tax Savings ... We will serve 











you in capitalizing on tax sav- 





All recommendations must 
meet our rigid evaluating factors in regard to: (a) In- 
dustrial Position and Potentials; (b) Financial 


Strength; (c) Proven Earning Power; (d) Good Yields 
Amply Supported by Earnings. Of course, special situa- 
tions are advised with emphasis chiefly on price appre- 
ciation. Technical as well as fundamental factors are 
carefully considered as it is our steadfast policy to have 
you strategically time your commitments. This overall 
analysis is fully applied to all selections . . . bonds 
and preferreds as well as common stocks. 


ings up to 25% ... establishing 
short term and long term gains and losses . . . taking 
advantage of price and value disparities. This personal 
advice alone can readily be worth many times our 
moderate fee. 


Enroll NOW to receive Our 4-Point Investment Pro- 
gram especially geared to today’s markets. At this time 
also, you will have the advantage of our Special Offer 
of Free Service to January 15, 1947. So we suggest that 
you mail your enrollment today using the convenient 
coupon below. 





FREE SERVICE TO JANUARY 15, 1947 











THE INVESTMENT AND BUSINESS FORECAST 


I enclose ( $50 for 6 months’ subscription: 


SPECIAL MAIL SERVICE ON BULLETINS 
Air Mail: $1.00 six months; 1) $2.00 
one year in U. S. and Canada. 
Special Delivery: () $3.50 six months; 
$7.00 one year. 


Your subscription shall mot be assigned at 
any time withoat your 
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of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 
0 $75 for a year’s subscription. 
(Service to start at once but date from January 15, 1947) 


(J Telegraph me collect in — of 
important market turning points 
when to buy and when to sell. 


ey 


ee ee ed 


List up to 12 of your securities for one 
smitial analytical and advisory report. 


a ! Year - Cull 
| Special Offer! 
- MoT SERVICE $90 


MONTHS' 
12 SERVICE 979 


Complete service will start at 
once but date from Jan. 15th. 
Subscriptions to The Forecast 
are deductible for tax purposes. 
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required to do; making unions 
civilly liable for breach of con- 
tract; outlawing jurisdictional 
strikes; application of the anti- 
trust laws to unions; guarantee 
that employers may express them- 
selves on the issues during union 
organizing campaigns. 

Vindictiveness is not at the bot- 
tom of the Republican program 
for union legislation. And the 
final test will not be whether a 
statute is good for labor, or good 
for employers. The rights and in- 
terests of a third party, the erst- 
while forgotten Mr. Average Ci- 
tizen, will determine what labor 
peace mechanisms will be set up, 
which will be rejected. 





Why Many Large 
Corporations Are Now 
Seeking New Capital 





(Continued from page 238) 


ness is likely to be maintained at 
considerably higher than the pre- 
war level (although of course well 
below the inflated peaks recorded 
on output of war materials) as a 
result of the tremendous de- 
ferred demand for goods for our 
people and for the industries, 
the heavy export demand for 
American goods from all parts 
of the world, the freeing of 
commodity prices, the hoped- 
for cessation of strikes and rise in 
labor productivity, peaceful in- 
ternational relations, and a rea- 
sonably balanced national econo- 
my here for some years to come. 





Answers to Inquiries 








(Continued from page 266) 
Remington Rand, Inc. 


Please furnish report on Remington 
Rand, Ine. 
I. B., Racine, Wise. 


Remington Rand and subsidi- 
aries manufacture and sell a 
diversified line of office and busi- 
ness equipment, including the fol- 
lowing: Remington typewriters, 
manual and electric bookkeeping 
and accounting machines, adding 
and tabulating machines, index 
and, filing systems, many kinds of 
office supplies, office furniture, 
filing cabinets, safe cabinets, etc. 
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NEW ISSUE 


DATED NOVEMBER 15, 1946 


Kuhn, Loeb & Co. 
Harriman Ripley & Co. 


Incorporated 













A. G. Becker & Co. 


Incorporated 


November 22, 1946. 


This advertisement is not, and is under no circumstances to be construed as, 
an offering of these securities for sale or as a solicitation of an offer to 
buy any of such securities. The offer is made only by the Prospectus. 


$50,000,000 
Bethlehem Steel Corporation 


Consolidated Mortgage Thirty-Year Sinking Fund 
| 234% Bonds, Series J 


OFFERING PRICE 100% AND ACCRUED INTEREST 


Copies of the Prospectus may be obtained in any 
State only from such of the undersigned and others 
as may lawfully offer these securities in such State. 


The First Boston Corporation 


DUE NOVEMBER 15, 1976 











Smith, Barney & Co. 
Blyth & Co., Inc. 


Union Securities Corporation Goldman, Sachs & Co. Hemphill, Noyes & Co. 
Hornblower & Weeks 


Lee Higginson Corporation 














Funded debt: $22,000,000, 
23/,% debentures due 1960. 

Capital stock: $4.50 cumula- 
tive preferred, par $25, outstand- 
ing 102,475 shares. 

Common stock: Par $1.00, out- 
standing 2,018,516 shares. 

Consolidated net sales for year 
ended March 31, 1946 amounted 
to $107,985,320. Net profit $6,- 
541,139, equal to $3.01 a common 
share. 

Sales for the six months ended 
September 30, 1946 approxi- 
mated $62,250,000; net income 
$5,770,505 equal to $2.74 a share 
compared with $58,324,915 and 
$1.24 a share, respectively, in the 
like period of 1945. Dividend 
payments in 1946 were $1.30 cash 
plus 5% stock. 

The more than 100 percent in- 
crease in net increase was due 
partly to increased operating 
profit from foreign subsidiaries 
and branches which showed a 
higher percentage of improve- 
ment than domestic divisions of 
the company during the six 
months period; and to repeal of 
excess profits taxes. Manufactur- 


ing operations have been ex- 
panded in England, Canada and 
India and a plant has recently 
been added in Holland. 

According to the president of 
the company, the demand for 
company’s products continues far 
in excess of production which has 
reached an all-time high. 

Consolidated balance sheet, as 
of March 31, 1946 showed Total 
current assets of $50,943,391; 
Total current liabilities $23,- 
486,182; Net current assets $27,- 
457,209. 


Brewing Corporation of America 


Taking advantage of my privileges as a 
subscriber to your Magazine, could you 
please give me some information on Brew- 
ing Corporation of America. I would like 
{io have the capital setup, shares issue, 
and, if possible, the equity held in the 
company by Canadian Breweries of Cana- 
da, and, 








insofar as you can, the pro- 
ANACONDA COPPER MINING CO. 
25 Broadway 
New York 4, N.Y., November 27, 1946 
DIVIDEND NO. 154 
The Board of Directors of the Anaconda Copper 


Mining Company has declared a dividend of One Dol- 
lar ($1.00) per share on its capital stock of the par 
value of $50 per share, payable December 23, 1946, to 
holders of such shares of record at the close of 
busincss at 12 o'clock Noon on December 7, 1946. 

C. EARLE MORAN, Secretary. 
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AMERICAN CAR AND FOUNDRY 
COMPANY 
30. CuurcH STREET 
New York 8, N. Y. 
There has been declared a dividend of one 
and three-quarters per cent (134%) on the 
preferred capital stock of this Company, pay- 
able December: 14, 1946, to the holders of 
record of said stock at the close of business 
December 4, 1946. 
Transfer books will not be closed. Checks will 
be mailed by Guaranty Trust Company of 
New York. 
CHARLES J. 
Howarp C., 
November 22, 1946 


Harpy, Chairman 
Wick, Secretary 








PFEIFFER BREWING COMPANY 
3740 Bellevue, Detroit 7, Michigan 
Dividend #36 
The Board of Directors of Pfeiffer Brewing Com 
pany, Detroit, announce the declaration of divi- 
dend No. 36, consisting of twenty-five cents per 
share for the fourth quarter plus a year-end 
special dividend of twenty-five cents, a total of 
fifty cents per share, payable Dec. 23, 1946, to 
ene mage on at the close of busines. 

, 1946. 
A. YOCKEY, Secretary and Treasurer 














TEXAS GULF SULPHUR COMPANY 


¢ The Board of Directors has declared a div 
dend of 50 cents per share and an addi- 
tional dividend of 50 cents per share on the 
Company’s capital stock, payable Decem- 
ber 16, 1946, to stockholders of record at 
the close of business November 29, 1946 

H. F. J. KNOBLOCH, Treasure: 














Westinghouse 


PLANTS Om 23 CITES Ornces dvenvwHiae 


The name that means 
everything in electricity 

















Interesting 
Circulars 
FOR OUR READERS 


On request on your letterhead, but 
without obligation, any of the circu- 
lars listed below will be sent direct 
from the issuing firm. Limit each 
letter to a request for one circular, 
giving your name and address. 

ADDRESS: Booklet Department— 
Magazine of Wall Street, 90 Broad 
Street, New York 4, N. Y. 

For Business Executives: A valuable 
20 page booklet on business manage- 
ment will be sent free when requested 
on your Company’s letterhead. 

Primer for Investors—Guide book for 
new investors to explain the termin- 
ology of Wall Street. Also a -section 
devoted to estates, trusts and wills. 
gaat by large N.Y.S.E. member 

rm. 


Know-As-You-Go Guide—Descriptive 
leaflet of the Handy Record Book 
for investors, providing a simplified 
record of capital gains and losses. 
Method outlined to keep investment 
records in ‘‘automatic’’ order. 
Forging Ahead in Business—64-page 
booklet describing program of execu- 
tive training will be sent free when 
requested on your Company’s letter- 
head. 

25 Answers to Questions on Sound 
Conditioning. Interesting fact - pact 
booklet. 

Selected Items of Merit—96 page 
book containing articles on various 
subjects. 
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gramme of expansion outlined. 
G. 8S. Toronto, Canada. 


Brewing Corporation of Amer- 
ica and subsidiaries were engaged 
principally in the manufacture of 
automobiles from 1900 to 1931, 
when said operations were discon- 
tinued. In July 1933, the cor- 
poration’s wholly owned operat- 
ing subsidiary, Peerless Co., 
changed its name to Brewing 
Corporation of America and com- 
menced remodeling a portion of 
its plant for the brewing of ale 
and beer. Production began in 
February 1934. 

On May 23, 1945 the company 
obtained a $4,500,000 bank loan 
maturing at rate of $500,000 
each year—December 31, 1946 to 
1954, inclusive. There are 150,- 
000 shares of common stock au- 
thorized, of which 145,000 shares 
are outstanding. Canadian Brew- 
eries, Ltd., has control of this 
company through holdings of 
106,753 shares. Balance sheet 
as of September 30, 1945 showed 
Total current assets of $6,533,- 
307; Total current liabilities of 
$1,693,367, leaving Net current 
assets of $4,839,940. For fiscal 
year ended September 30, 1945, 
common stock earned $6.84 per 
share compared with $5.30 in 
1944. For the current fiscal 
year to September 30, 1946, com- 
mon stock earned $14.42 which 
included $299,177 non-recurring 
profit. $2.50 in dividends were 
paid last year and $1.871%4 thus 
far in the current year. 

Sales for fiscal year of 1945 
amounted to $22,704,221. Out- 
look for company’s Carling’s beer 
and ale continues favorable. We 
regret that we have no informa- 
tion as to company’s expansion 
program. 


Curtiss-Wright Corporation 


Please advise recent sales and outlook 
for Curtiss-Wright Corporation. 
F. M., Boston, Mass. 


Net sales and other income for 
Curtiss-Wright Corporation for 
the 9 months ended September 
30, 1946 amounted to $50,759,- 
141 as compared with $913,697,- 
532 for the corresponding period 
of 1945. The backlog of unfilled 
orders amount to $93,000,000 as 
compared with backlog of unfilled 
orders on January 1, 1946, of 
$59,986,773. Production during 


this period has been materially 
retarded due to drastic consolida- 
tion of activities and extensive 
plant arrangements according to 
the corporation’s president. The 
consolidation of the corporation’s 
activities have been substantially 
accomplished and improvement is 
anticipated in fourth quarter 
operations. 


Denver & Rio Grande 


What is the present status of the Den- 
ver & Rio Grande reorganization and 
when is the plan expected to be consum- 
mated. 

M. 1., Birmingham, Ala. 


An effort is to be made to ob- 
tain from the U. S. Supreme 
Court a dissolution of the stay of 
the Denver & Rio Grande West- 
ern Railroad reorganization which 
has been ordered by the Circuit 
Court of Appeals. The stay was 
granted by Circuit Court Judge 
Orie L. Philips until the appeal 
of the debtor has been heard. 
This is an appeal from the refusal 
of the Federal District to grant 
a re-hearing on the order approv- 
ing and affirming the Denver 
plan. The hearing on the appeal 
has been set for the January term 
of the Circuit Court. This court 
upset the reorganization plan but 
it was reversed by the U. S. Su- 
preme Court. In taking the ques- 
tion of dissolving the stay to the 
Supreme Court, it is believed that 
it will be argued by the reorgan- 
ization managers that the rejec- 
tion of the petition for a re-hear- 
ing by the District Court is not 
an appealable matter. 

The reorganization managers 
are also seeking authority for is- 
suance of the new securities by 


the I. C. C. 





In Our Next Issue: 





Investment Yardsticks 


For 1947 


x k * 


Indicated Pattern of 
Industrial Production 


—Status of Industrial Groups 
As We Enter New Year 
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FAVORABLE new era for private enterprise 
A and the investor has started! 


Republican control of the House and Senate will 
hasten the clearing away of war-born regulations, 
shortages, worker unrest, unbalanced government 
finances and taxes. 


True, many serious problems must be solved and 
vital changes are ahead for every company in which 
your capital is invested. But, then, we shall enter a 
period of great prosperity for well managed and 
situated corporations able to meet new keenly com- 
petitive clashes. 


In this setting your securities need the capable, per- 
sonal supervision rendered by this Service with its 
background of 39 years of successful counsel. No 
other is more complete and definite. 


What to Hold, Buy or Sell Today 
First, a detailed report is prepared for you analyzing 
your entire list—taking into consideration income, 


safety, diversification, enhancement probabilitics, suit- 
ability to your needs and to tomorow’s outlook. 





Specific counsel is offered on each issue you own. 
Any unfavorable securities are indicated with reasons 
for selling. Current recommendations are given for 
strong substitutions. If part or all of your account 
should be held temporarily liquid, you are so advised. 


Continuous Supervision for Better Results 


Your securities are held under the constant observa- 
tion of a trained, experienced Account executive. 
Working closely with the Directing Board, he takes 
the initiative in advising you as to the position of 
your holdings. It is never necessary for you to con- 
sult us. 

At frequent intervals you receive reports on any im- 
portant changes which affect your securities. You will 
be told what to do in relation to exchange offers, 
refundings, stock split-ups, stock dividends and other 
developments. 


When changes are recommended, precise instructions 
as to why to sell or buy are given, together with 
counsel as to the prices at which to act. Alert advice 
by first class mail, air mail or telegraph, relieves you 
of any doubt concerning your investments, 


Year-End Tax Help and Consultation 


You can consult us on any special investment prob- 
lems you face. You will receive prompt help to 
minimize your tax liability. Our fee is allowed as a 
deduction for tax puposes, considerably reducing the 
net cost to you. 


Confidential Weekly News Letter 


Each week you receive a four-page summary of the 
Outlook for business, price controls, foreign news, 
Washington developments and the latest figures on 
our market indexes. This merely supplements our 
personal supervision of your individual investments 
—giving the background for our policies and advice. 


Annual Progress Reports Prove Our Ability 


Investment Management Service has grown and 
prospered by earning the renewals of its clients 
through results obtained. Throughout the year we 
keep a record of each transaction as you follow our 
recommendations. At the end of your annual enroll- 
ment you receive your audit of your account showing 
just how much profit and income you received. 


How Our Fee Is Determined 


Annual charge for our Service depends upon the 
size of the account. For portfolios below $40,000 
value, Our minimum yearly fee of $300 applies. For 
accounts of more than $40,000 our charge is figured 
at 34 of 1% of the value of stocks and cash held, 
plus 14 of 1% of the value of your bonds. There 
is no charge for Government bonds. One sum, paid 
in advance, covers complete supervision—we do not 
ask any percentage of profits produced for you. 


Enroll Now for Immediate Benefits 


Enrollment now will assure your capital of competent 
prompt advice which in the next twelve months 
should prove highly productive for you. With your 
check, send us a complete list of your securities, indi- 
cating amounts and buying prices. Also, state your 
personal objectives and needs so our counsel can be 
of utmost immediate benefit to you. 
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Private Pla ns THE U-S-S LABEL zs a public figure in 


the truest sense. It has been consistently 

{ advertised and promoted for many years 

re d in the nation’s leading periodicals. It is 

known and liked by millions of people. 

e e Its popularity is solidly based on past 

Pu b i ¢ Fi g U r e performance and future promise. It is 

accepted from coast to coast . . . in fact, 

the world over . . . as the mark of good 
steel. 

Before the war, the U-S-S Label was 


appearing on hundreds of products 





made with steel. Manufacturers of those 
products found that when articles car- 
ried the U-S-S Label, they were more 
warmly received by the buying public. 
They sold more easily—in bigger volume. 

But during the war years, most of the 
steels and steel products identified by 
the U-S-S Label were diverted to the 
needs of war. The Label practically dis- 
appeared from the stores. 

Now, the U-S:S Label has definite 
plans for the future. As articles made of 
steel again become available in large 
quantities to the buying public, the 
U-S-S Label plans to show itself on 





more and more of them. It plans to be 
more helpful than ever to its millions 
of friends in helping them to get their 
money’s worth when they buy things 
made of steel. 

Manufacturers of quality steel prod- 
ucts who desire more information on the 
use of U-S-S Labels, are invited to ad- 
dress inquiries to United States Steel, 


P. O. Box 236, Pittsburgh, Pa. 


United States Steel Corporation Subsidiaries 


UNITED STATES STEEL 





